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QISSIOII Slﬂtl\tll'l
The City of Asheville is committed to delivering an
excellent quality of service to enhance your quality of life.

CORE YALUES

In order to achieve our mission of providing quality service to enhance the
quality of life in Asheville, we adhere to the following core values:

ccountability:
By being responsive and Eespﬂnmbiﬂ to citizens and their
S elected repraaentanves

ervice: T
By treating thmww we segye wuhm M d:ugmty

E}; appmachm mnwa:ek honestly, ethma}.w m t=h sineerity.

L{’Yaltif o Ky @y = % _:."" et

By diligently pmmtmg 1e interests of the

Lcammumty wWe serve.
eadership:

By being a model for quality service and professionalism in our
E community and throughout the nation.

qual Opportunity:

By encouraging our diverse population to participate in the government
of our city as citizens and employees.

“"Our Quality of Service, Your Quality of Life"
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Finance Department

October 31, 2007

To the Honorable Mayor,
Members of the Governing Council,
and Citizens of the City of Asheville, North Carolina

State law requires that every general-purpose local government publish a complete set of audited
financial statements within six months of the close of each fiscal year. This report is published to fulfill
that requirement for the fiscal year ended June 30, 2007.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal control that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

Dixon Hughes PLLC, Certified Public Accountants, have issued an unqualified (“clean™) opinion on the
City of Asheville’s (“the City™) statements for the year ended June 30, 2007. The independent auditors’
report is located at the front of the financial section of this report.

Management’s discussion and analysis ("MD&A™) immediately follows the independent auditors’ report
and provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.

Profile of Government

The City, incorporated in 1797, is located in the western part of the state, which is considered to be the
top growth area in the state and one of the top growth areas in the country. Asheville currently occupics a
land arca of 43.64 square miles and serves a population of 75,947, The City is the county seat of
Buncombe County, the largest city in Western North Carolina and tenth largest city in the State.
Asheville is nested between the Blue Ridge and Great Smoky Mountains and located astride the French
Broad and Swannanoa Rivers. The City is surrounded by lush mountains, many with elevations above
5,000 feet. Asheville’s natural and architectural beauty, moderate climate, strong job market and
outstanding educational and health care facilities make it one of the most attractive locations in the
United States. Asheville is consistently ranked high among the best places to live, work, and retire. The
City’s long-range planning is directed toward preserving this area’s high quality of life, so that it shall
remain one of the “best places.”

The City is empowered to levy a property tax on both real and personal properties located within its

boundaries. Tt also is empowered by state statute to extend its corporate limits by annexation, which
occurs periodically when deemed appropriate by the governing council.

P.O.Box 7148 - Asheville, N.C. 28802 - 828-259-5598 - www.ashevillenc.gov
1%

The City of Asheville is committed to delivering an excellent quality of service to enhance your quality of life.



The City operates under the council-manager form of governmeni. Policy-making and legislative
authority are vested in a governing council (*Council”) consisting of the mayor and six other members.
The council is clected on a non-partisan basis. Council members serve four-year staggered terms, with
three council members elected every two years. The mayor is elected to serve a four-vear term. The
Council is responsible for adopting the budget and appointing the City Manager, City Altorney and City
Clerk. The City Manager is responsible for implementing Council policies, City ordinances, and
managing daily operations and appointing department directors.

The City provides a full range of services, including police and fire protection; the construction and
maintenance of streets, and other infrastructure; solid waste services and waler service; and recreational
activities and cultural events. The financial reporting entity includes all the funds and account groups of
the City of Asheville (primary government), as well as all of its component units. Component units are
legally separate entities for which the government is financially accountable. Blended component units,
although legally separate entities, arc in substance part of the City’s operations and, as such, are included
in the reporting entity. The Asheville Public Financing Corporation and the Asheville Claims
Corporation are reported as blended component units, and, as such, are not presented in the Basic
Financial Statements. The Asheville Alcoholic Control Board is reported as a discretely presented
component unit and is presented in a separate column in the Basic Financial Statements to emphasize
that it is legally separate from the primary government and to distinguish its financial position, results of
operations and cash flows from that of the primary government.

In government, much more than in private business, the budget is an integral part of a unit’s accounting
system and daily operations. The North Carolina General Statutes require all governmental units to
adopt a balanced budget by July 1 of each year. The City’s budget ordinance, passed by Council,
establishes a legal limit on spending authorizations. In general, the City’s operating budget remains in
affect for onc year. However, capital projects funds and grant funds are budgeted, as permitted by
statute, for the life of each individual project. The level of budgetary control (that is, the level at which
expenditures cannot legally exceed the appropriated amount) is established by fund or project total. For
internal management purposes, the budget is detailed and compared to expenditures and encumbrances
by line item within each department or project. The City also maintains an encumbrance accounting
system as one technique of accomplishing budgetary controls. Encumbered amounts lapse at year-end,
However, encumbrances are reappropriated in the following year’s budget. Budgetary control is also
facilitated by the use of an automated employee position classification system, which requires that every
permanent position be budgeted.

Local economy

The City is the regional center of manufacturing, transportation, health care, banking, professional
services and shopping. The economy is diverse, with strong representalion in manufacturing,
distribution, health care, retail trade and tourism.

In addition to being an important indicator of overall local economic health, Buncombe County retail
sales activity also directly impacts the City’s general fund budget through sales tax receipts. Retail sales
countywide have shown strong growth since the recession of 2001-2002. An increase of 11.1% occurred
between FY2006 and FY2007. Of the $3.3 billion in retail sales recorded in Buncombe County during
FY 2007, $2.56 billion or 77% of those sales occurred within the City of Asheville. Among the eleven
largest citics in North Carolina, Asheville had the highest level of retail sales per resident in FY 2007.
This data reflects Asheville’s position as the regional economic center for Western North Carolina.
Asheville's high level of retail sales per resident is also likely associated with Asheville’s status as a
tourist destination.



Asheville’s setting in the heart of a vast and beautiful recreational arca has made tourism an important
part of the local economy. The most recent data from the N.C. Department of Commerce indicate that
domestic tourism in Buncombe County generated an economic impact of 3645.71 million in 2006, an
increase of 10.4% over 2005. Buncombe County ranks 3" in travel impact among the state’s 100
counties. Approximately 9,000 jobs in Buncombe County are directly linked to travel and tourism.
Growth in hotel/motel sales is a good indicator of the status of the local tourist economy. Hotel/motel
sales increased 13.5% between 2005 and 2006. Through the first six months of 2007, hotel/motel sales
are up anather 8.7% compared to 2006.

The unemployment rate is a critical indicator of relative strength in the economy., Buncombe County’s
unemployment rate decreased in FY2006 and continued at a low level through FY2007. As of
September 2007, the county’s unemployment rate stood at 3.5%. Local unemployment rates are below
both the statewide (4.9%) and national (4.7%) unemployment rates.

Between 1997 and 2006, the total employment in Buncombe County increased by 11,695 jobs or 11.3%.
In 2006, average Buncombe County employment increased by 4.70%, reaching an all-time high of
115,139.

The County’s leading industry in terms of employment is health care and social assistance, which
employed 20,763 people in 2006. Over the last 5 years, health services added twice as many jobs as any
other sector. Other leading industry sectors include retail trade, manufacturing, accommodation and food
services. Together these four sectors accounted for approximately 54% of all Buncombe County jobs in
2006. Despite the fact that it remains the fourth largest indusiry sector in Buncombe County, the
manufacturing sector has experienced a significant decline in recent years. Over the last five years, local
manufacturing employment has declined 19%.

According to the U.S. Bureau of Economic Analysis, in 2005 Buncombe County had a per capita
personal income (PCPL) of $30,158. This PCPI ranked 19th in the state and was 97 percent of the state
average, $31,041, and 87 percent of the national average, $34,471. The 2005 PCPI reflected an increase
of 5.2 percent from 2004,

Long-Term Financial Planning

The Capital Improvement Program (CIP) is a six-year financing plan for infrastructure improvements,
facility construction and improvement, and equipment acquisition. The City’s emphasis on long-range
capital improvement planning focuses attention on current and future needs of the community and on
balancing those needs with the City’s fiscal resources.

The CIP is updated annually based on input from Council, the public and City staff. The FY 2007 CIP
was influenced by a number of other planning processes, including the City’s long-range Strategic
Operating Plan, the Unified Development Ordinance, the Parks & Recreation Master Plan, the Pedestrian
Thoroughfare Plan, and the 1998 Parking Study.

In order to be included in the CIP, a capital item or construction project must have a useful life of more
than one year and an initial cost of at least $25,000. All capital items not meeting these criteria are
included in the annual operating budget as capital outlay. The one exception to this rule is vehicles. All
vehicle purchases, regardless of price, are included in the CIP.

The General Capital Reserve Fund provides funding for all general government capital needs. FY 2007
funding was provided by a $5,574,654 pay-as-you-go contribution from the General Fund, $3,963,025 in

i



debt proceeds, $49,600 in funding from the N.C. Department of Transportation (NCDOT), and $600,000
from the reallocation of prior year funding.

CIP items and projects in the Water Resources Operating & Capital Improvement Funds were funded
with utility revenues generated by the Water Resources Operating Fund and the capital maintenance fee. -
The purpose of the capital maintenance fec, which was budgeted to total $6.1 million in revenue, is to
provide funding for major capital improvements such as water line replacements and water treatment
source improvements. With this new fee, the total capital budget for F'Y 2007 was $10.3 million. This
total included funding for mandatory capital improvement projects, an aggressive meter change-out
program, rolling stock, and small capital equipment.

Relevant Financial Policies

As a recipient of federal and state assistance, the City is responsible for ensuring that adequate internal
controls are in place to ensurc compliance with applicable laws and regulations related to those
programs. These internal controls are subject o periodic evaluation by management and the Finance
Department staff of the City. As a part of the City’s single audit requirements, tests are made to
determine the adequacy of intemnal controls as well as to determine that the City has complied with
applicable laws and regulations.

The Governmental Accounting Standards Board issued Statement MNo. 45 in June of 2004. This
Statement establishes standards for the measurement, recognition, and display of other post-employment
benelits (OPEB) expenses and related liabilities, note disclosures, and if applicable, required
supplementary information (RSI) in the financial reports of state and local governmental employers.

This statement will impact the City to the extent the City provides health insurance benefits to retirees.
When implemented, Statement 43 will provide those who use government financial reports with
improved information about the cost of providing post-employment benefits, the commitments that
governments have made related to those benefits, and the extent to which those commitments have been
funded.

Implementation of GASB Statement No. 45 will be required no later than the fiscal year ending June 30,
2008. An actuarial firm has prepared preliminary estimates of the financial impacts this pronouncement
might have. Management will use the intervening time to review the nature of the commitment to current
and future retirees, the potential magnitude of the liability and expense, and to evaluate alternatives for
managing this liability and expense upon the required implementation date.

Insurance Programs

The City maintains “insurance programs” for certain general liability and casualty risks, fringe benefits
and workers compensation obligations. Revenues and expenses for this program are recorded in the Risk
and Benefits Management Division of the General Fund. For all of its self-insured retention programs,
the City retains the services of outside third party administrators for the professional management and
adjustments of claims. The City is protected by the placement of a $15,000,000 excess-only liability
program across the liability lines under the contract. The City also insures its real and property holdings,
including its dams for a total of $240,000,000 in assets. For the City’s self-insured Workers
Compensation and Employer Liability, the City retains out-of-pocket losses of $300,000 on specific
claims and an aggregate loss of $3,600,000 over a three-year period. The City carries a $3.000,000
specific and aggregale excess over these deductibles, with the aggregate excess attachment 75 percent of
the annual loss over a three-year period.

xii



Awards and Acknowledgements

The Governmental Finance Officers Association (GI'OA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City [or its comprehensive annual financial report (CAFR) for
the fiscal year ended June 30, 2006. This was the twenty-seventh time that the City has received this
prestigious award. In order to be awarded a Certilicate of Achievement, the government had to publish
an easily readable and efficiently organized CAFR that satisfied both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the
GFOA to determine its eligibility for another certificate.

In addition, the government also received the GFOA's Distinguished Budget Presentation Award for its
annual budget document for the fiscal year beginning July 1, 2006. In order to qualify for the
Distinguished Budget Presentation Award, the government’s budget document had to be judged
proficient as a policy document, a financial plan, an operations guide, and a communications device.

We recognize the City’s responsibility for the contents of this report and would like to express our
appreciation for the cooperation and assistance of our independent auditors, Dixon Hughes PLLC, in its
preparation. Also, this report would not have been possible without the efficient and dedicated service of
the entire staff of the City’s Accounting Division as well as the cooperation of all olher departments and
divisions of the City. We would also like to thank the members of Council for their interest and support.

As required by North Carolina General Statute 159-34, a copy of this report will be filed with the
Secretary of the North Carolina Local Government Commission. In addition, a copy will be sent to the
City Clerk to be available for public inspection.

Respectfully submitted,

Aoy W o

Gary W. Jackson Benjamin C. Durant, III
City Manager Chief Financial Officer
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The City of Asheville is committed to delivering an
excellent quality of service to enhance your quality of life.
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In order to achieve our mission of providing quality service to enhance the
quality of life in Asheville, we adhere to the following core values:

ccountability:
By being responsive and Eespﬂnmbiﬂ to citizens and their
S elected repraaentanves

ervice: T
By treating thmww we segye wuhm M d:ugmty

E}; appmachm mnwa:ek honestly, ethma}.w m t=h sineerity.

L{’Yaltif o Ky @y = % _:."" et

By diligently pmmtmg 1e interests of the

Lcammumty wWe serve.
eadership:

By being a model for quality service and professionalism in our
E community and throughout the nation.

qual Opportunity:

By encouraging our diverse population to participate in the government
of our city as citizens and employees.

“"Our Quality of Service, Your Quality of Life"
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Finance Department

October 31, 2007

To the Honorable Mayor,
Members of the Governing Council,
and Citizens of the City of Asheville, North Carolina

State law requires that every general-purpose local government publish a complete set of audited
financial statements within six months of the close of each fiscal year. This report is published to fulfill
that requirement for the fiscal year ended June 30, 2007.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal control that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

Dixon Hughes PLLC, Certified Public Accountants, have issued an unqualified (“clean™) opinion on the
City of Asheville’s (“the City™) statements for the year ended June 30, 2007. The independent auditors’
report is located at the front of the financial section of this report.

Management’s discussion and analysis ("MD&A™) immediately follows the independent auditors’ report
and provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.

Profile of Government

The City, incorporated in 1797, is located in the western part of the state, which is considered to be the
top growth area in the state and one of the top growth areas in the country. Asheville currently occupics a
land arca of 43.64 square miles and serves a population of 75,947, The City is the county seat of
Buncombe County, the largest city in Western North Carolina and tenth largest city in the State.
Asheville is nested between the Blue Ridge and Great Smoky Mountains and located astride the French
Broad and Swannanoa Rivers. The City is surrounded by lush mountains, many with elevations above
5,000 feet. Asheville’s natural and architectural beauty, moderate climate, strong job market and
outstanding educational and health care facilities make it one of the most attractive locations in the
United States. Asheville is consistently ranked high among the best places to live, work, and retire. The
City’s long-range planning is directed toward preserving this area’s high quality of life, so that it shall
remain one of the “best places.”

The City is empowered to levy a property tax on both real and personal properties located within its

boundaries. Tt also is empowered by state statute to extend its corporate limits by annexation, which
occurs periodically when deemed appropriate by the governing council.

P.O.Box 7148 - Asheville, N.C. 28802 - 828-259-5598 - www.ashevillenc.gov
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The City operates under the council-manager form of governmeni. Policy-making and legislative
authority are vested in a governing council (*Council”) consisting of the mayor and six other members.
The council is clected on a non-partisan basis. Council members serve four-year staggered terms, with
three council members elected every two years. The mayor is elected to serve a four-vear term. The
Council is responsible for adopting the budget and appointing the City Manager, City Altorney and City
Clerk. The City Manager is responsible for implementing Council policies, City ordinances, and
managing daily operations and appointing department directors.

The City provides a full range of services, including police and fire protection; the construction and
maintenance of streets, and other infrastructure; solid waste services and waler service; and recreational
activities and cultural events. The financial reporting entity includes all the funds and account groups of
the City of Asheville (primary government), as well as all of its component units. Component units are
legally separate entities for which the government is financially accountable. Blended component units,
although legally separate entities, arc in substance part of the City’s operations and, as such, are included
in the reporting entity. The Asheville Public Financing Corporation and the Asheville Claims
Corporation are reported as blended component units, and, as such, are not presented in the Basic
Financial Statements. The Asheville Alcoholic Control Board is reported as a discretely presented
component unit and is presented in a separate column in the Basic Financial Statements to emphasize
that it is legally separate from the primary government and to distinguish its financial position, results of
operations and cash flows from that of the primary government.

In government, much more than in private business, the budget is an integral part of a unit’s accounting
system and daily operations. The North Carolina General Statutes require all governmental units to
adopt a balanced budget by July 1 of each year. The City’s budget ordinance, passed by Council,
establishes a legal limit on spending authorizations. In general, the City’s operating budget remains in
affect for onc year. However, capital projects funds and grant funds are budgeted, as permitted by
statute, for the life of each individual project. The level of budgetary control (that is, the level at which
expenditures cannot legally exceed the appropriated amount) is established by fund or project total. For
internal management purposes, the budget is detailed and compared to expenditures and encumbrances
by line item within each department or project. The City also maintains an encumbrance accounting
system as one technique of accomplishing budgetary controls. Encumbered amounts lapse at year-end,
However, encumbrances are reappropriated in the following year’s budget. Budgetary control is also
facilitated by the use of an automated employee position classification system, which requires that every
permanent position be budgeted.

Local economy

The City is the regional center of manufacturing, transportation, health care, banking, professional
services and shopping. The economy is diverse, with strong representalion in manufacturing,
distribution, health care, retail trade and tourism.

In addition to being an important indicator of overall local economic health, Buncombe County retail
sales activity also directly impacts the City’s general fund budget through sales tax receipts. Retail sales
countywide have shown strong growth since the recession of 2001-2002. An increase of 11.1% occurred
between FY2006 and FY2007. Of the $3.3 billion in retail sales recorded in Buncombe County during
FY 2007, $2.56 billion or 77% of those sales occurred within the City of Asheville. Among the eleven
largest citics in North Carolina, Asheville had the highest level of retail sales per resident in FY 2007.
This data reflects Asheville’s position as the regional economic center for Western North Carolina.
Asheville's high level of retail sales per resident is also likely associated with Asheville’s status as a
tourist destination.



Asheville’s setting in the heart of a vast and beautiful recreational arca has made tourism an important
part of the local economy. The most recent data from the N.C. Department of Commerce indicate that
domestic tourism in Buncombe County generated an economic impact of 3645.71 million in 2006, an
increase of 10.4% over 2005. Buncombe County ranks 3" in travel impact among the state’s 100
counties. Approximately 9,000 jobs in Buncombe County are directly linked to travel and tourism.
Growth in hotel/motel sales is a good indicator of the status of the local tourist economy. Hotel/motel
sales increased 13.5% between 2005 and 2006. Through the first six months of 2007, hotel/motel sales
are up anather 8.7% compared to 2006.

The unemployment rate is a critical indicator of relative strength in the economy., Buncombe County’s
unemployment rate decreased in FY2006 and continued at a low level through FY2007. As of
September 2007, the county’s unemployment rate stood at 3.5%. Local unemployment rates are below
both the statewide (4.9%) and national (4.7%) unemployment rates.

Between 1997 and 2006, the total employment in Buncombe County increased by 11,695 jobs or 11.3%.
In 2006, average Buncombe County employment increased by 4.70%, reaching an all-time high of
115,139.

The County’s leading industry in terms of employment is health care and social assistance, which
employed 20,763 people in 2006. Over the last 5 years, health services added twice as many jobs as any
other sector. Other leading industry sectors include retail trade, manufacturing, accommodation and food
services. Together these four sectors accounted for approximately 54% of all Buncombe County jobs in
2006. Despite the fact that it remains the fourth largest indusiry sector in Buncombe County, the
manufacturing sector has experienced a significant decline in recent years. Over the last five years, local
manufacturing employment has declined 19%.

According to the U.S. Bureau of Economic Analysis, in 2005 Buncombe County had a per capita
personal income (PCPL) of $30,158. This PCPI ranked 19th in the state and was 97 percent of the state
average, $31,041, and 87 percent of the national average, $34,471. The 2005 PCPI reflected an increase
of 5.2 percent from 2004,

Long-Term Financial Planning

The Capital Improvement Program (CIP) is a six-year financing plan for infrastructure improvements,
facility construction and improvement, and equipment acquisition. The City’s emphasis on long-range
capital improvement planning focuses attention on current and future needs of the community and on
balancing those needs with the City’s fiscal resources.

The CIP is updated annually based on input from Council, the public and City staff. The FY 2007 CIP
was influenced by a number of other planning processes, including the City’s long-range Strategic
Operating Plan, the Unified Development Ordinance, the Parks & Recreation Master Plan, the Pedestrian
Thoroughfare Plan, and the 1998 Parking Study.

In order to be included in the CIP, a capital item or construction project must have a useful life of more
than one year and an initial cost of at least $25,000. All capital items not meeting these criteria are
included in the annual operating budget as capital outlay. The one exception to this rule is vehicles. All
vehicle purchases, regardless of price, are included in the CIP.

The General Capital Reserve Fund provides funding for all general government capital needs. FY 2007
funding was provided by a $5,574,654 pay-as-you-go contribution from the General Fund, $3,963,025 in
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debt proceeds, $49,600 in funding from the N.C. Department of Transportation (NCDOT), and $600,000
from the reallocation of prior year funding.

CIP items and projects in the Water Resources Operating & Capital Improvement Funds were funded
with utility revenues generated by the Water Resources Operating Fund and the capital maintenance fee. -
The purpose of the capital maintenance fec, which was budgeted to total $6.1 million in revenue, is to
provide funding for major capital improvements such as water line replacements and water treatment
source improvements. With this new fee, the total capital budget for F'Y 2007 was $10.3 million. This
total included funding for mandatory capital improvement projects, an aggressive meter change-out
program, rolling stock, and small capital equipment.

Relevant Financial Policies

As a recipient of federal and state assistance, the City is responsible for ensuring that adequate internal
controls are in place to ensurc compliance with applicable laws and regulations related to those
programs. These internal controls are subject o periodic evaluation by management and the Finance
Department staff of the City. As a part of the City’s single audit requirements, tests are made to
determine the adequacy of intemnal controls as well as to determine that the City has complied with
applicable laws and regulations.

The Governmental Accounting Standards Board issued Statement MNo. 45 in June of 2004. This
Statement establishes standards for the measurement, recognition, and display of other post-employment
benelits (OPEB) expenses and related liabilities, note disclosures, and if applicable, required
supplementary information (RSI) in the financial reports of state and local governmental employers.

This statement will impact the City to the extent the City provides health insurance benefits to retirees.
When implemented, Statement 43 will provide those who use government financial reports with
improved information about the cost of providing post-employment benefits, the commitments that
governments have made related to those benefits, and the extent to which those commitments have been
funded.

Implementation of GASB Statement No. 45 will be required no later than the fiscal year ending June 30,
2008. An actuarial firm has prepared preliminary estimates of the financial impacts this pronouncement
might have. Management will use the intervening time to review the nature of the commitment to current
and future retirees, the potential magnitude of the liability and expense, and to evaluate alternatives for
managing this liability and expense upon the required implementation date.

Insurance Programs

The City maintains “insurance programs” for certain general liability and casualty risks, fringe benefits
and workers compensation obligations. Revenues and expenses for this program are recorded in the Risk
and Benefits Management Division of the General Fund. For all of its self-insured retention programs,
the City retains the services of outside third party administrators for the professional management and
adjustments of claims. The City is protected by the placement of a $15,000,000 excess-only liability
program across the liability lines under the contract. The City also insures its real and property holdings,
including its dams for a total of $240,000,000 in assets. For the City’s self-insured Workers
Compensation and Employer Liability, the City retains out-of-pocket losses of $300,000 on specific
claims and an aggregate loss of $3,600,000 over a three-year period. The City carries a $3.000,000
specific and aggregale excess over these deductibles, with the aggregate excess attachment 75 percent of
the annual loss over a three-year period.
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Awards and Acknowledgements

The Governmental Finance Officers Association (GI'OA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City [or its comprehensive annual financial report (CAFR) for
the fiscal year ended June 30, 2006. This was the twenty-seventh time that the City has received this
prestigious award. In order to be awarded a Certilicate of Achievement, the government had to publish
an easily readable and efficiently organized CAFR that satisfied both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to the
GFOA to determine its eligibility for another certificate.

In addition, the government also received the GFOA's Distinguished Budget Presentation Award for its
annual budget document for the fiscal year beginning July 1, 2006. In order to qualify for the
Distinguished Budget Presentation Award, the government’s budget document had to be judged
proficient as a policy document, a financial plan, an operations guide, and a communications device.

We recognize the City’s responsibility for the contents of this report and would like to express our
appreciation for the cooperation and assistance of our independent auditors, Dixon Hughes PLLC, in its
preparation. Also, this report would not have been possible without the efficient and dedicated service of
the entire staff of the City’s Accounting Division as well as the cooperation of all olher departments and
divisions of the City. We would also like to thank the members of Council for their interest and support.

As required by North Carolina General Statute 159-34, a copy of this report will be filed with the
Secretary of the North Carolina Local Government Commission. In addition, a copy will be sent to the
City Clerk to be available for public inspection.

Respectfully submitted,

Aoy W o

Gary W. Jackson Benjamin C. Durant, III
City Manager Chief Financial Officer
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DIXON HUGHES ..

Cepified Public Aconuntanis and Advisors

- Independent Auditors’ Report -

The Honorable Mayor and Members of the City Council of the
City of Asheville, North Carolina

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of
the City of Asheville, North Carolina (the “City"), as of and for the year ended June 30,
2007, which collectively comprise the City's basic financial statements as listed in the table
of contents. These financial statements are the responsibility of the City’s management.
Our responsibility 1s to express opinions on these basic financial statements based on our
audit. We did not audit the financial statements of the City of Asheville ABC Board. Those
financial statements were audited by other auditors whose report thereon has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the City of
Asheville ABC Board, is based solely on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the basic financial statements are free of material misstatement. The
financial statements of the City of Asheville ABC Board were not audited in accordance
with Government Auditing Standards. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit and the report of the other auditors provide a reasomable basis for our

opiions.

In our opinion, based on our audit and the report of other auditors, the financial staternents
referred to in the first paragraph present fairly, in all matenial respects, the respective
financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund and the aggregate remaining fund information
of the City of Asheville, North Carolina, as of June 30, 2007, and the respective changes in
financial position and cash flows, where applicable, thereof and the respective budgetary
comparison for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

500 Ridgefietd Gourt
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Asheville, NG 28302
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Independent Auditors’ Report
City of Asheville
Page 2

In accordance with Government Auditing Standards, we have also issued a report dated
October 31, 2007, on our consideration of the City of Asheville’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. Accordingly, we express no opinion.
That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

Management’s Discussion and Analysis and the Law Enforcement Officers’ Special
Separation Allowance Schedule of Funding Progress and Schedule of Employer
Contributions are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit this
mformation and express no opinion thereon.

Our audit was performed for the purpose of forming opinions on the financial statements
that collectively comprise the basic financial statements of the City of Asheville, North
Carolina. The introductory section, combining and individual non-major fund financial
statements and schedules, other supplementary information and the statistical tables, as
well as the accompanying schedule of expenditures of federal and Sate awards as
required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governmenis, and Non-Profit Organizations, and the State Single Audit
Implementation Act, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The combining and individual non-major
fund financial statement and schedules, other supplementary information and the
schedule of expenditures of federal and State awards information have been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole. The introductory section and statistical tables have not been
subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

Dixern Kyahes PLLC

October 31, 2007
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CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

As management of the City of Asheville (The City), we offer readers of the City of Asheville’s
financial statements this narrative overview and analysis of the financial activities of the City of
Asheville for the fiscal year ended 2007. We encourage readers to consider the information
presented here in conjunction with additional information that we have furnished in the City’s Notes
to the Financial Statements, which follow this narrative.

FINANCIAL HIGHLIGHTS

e The assets of the City of Asheville exceeded its liabilities at the close of the most recent
fiscal year by $357.500,228 (ner assets). Of this amount, $84,293,937 (unrestricted net
assers) may be used to meet the government's ongoing obligations to citizens and
creditors.

o The City’s total net assets increased by $22,356,554.

e As of the close of the current fiscal year, the City of Asheville’s governmental funds
reported combined ending fund balances of $51,253,328 an increase of $2,929,163 in
comparison with the prior year. Approximately 27% or $13,930,710 is the undesignated
portion of the general fund, therefore available to spend at the government’s discretion.

e At the end of the current fiscal year, reserved fund balance for governmental funds was
$25.224.321, while unreserved totaled $26,029,007 or 51% of total governmental fund
expenditures,

e The City’s total long-term liabilities decreased by approximately $7.5 million during the
current fiscal year. This net decrease is atinbutable to the normal pay down of existing
debt.

e The Citly holds the following bond ratings:

Moody’s Aa?
Standard & Poor’s  AA

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Asheville’s basic
financial statements. The financial statements include two kinds of statements that present different
views of the City: 1) Government-Wide Financial Statements and 2) Fund Financial Statements.
Both perspectives, however, arc essential and complementary components that allow the user to
address relevant questions, broaden a basis for comparison, and enhance the City’s accountability.
Another element of the basic financial statements is the notes to the financial statements. In addition
to the basic financial statements, the report contains other supplemental information that will
enhance the reader’s understanding of the financial condition of the City of Asheville as well as
compliance issues that are addressed by Government Auditing Standards, Office of Management and
Budget (OMB) Circular A-133 and the North Carolina Single Audit Implementation Act.



CITY OF ASHEVILLE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2007

Required Components of Annual Financial Report

Management’s Basic
Discussion and Financial
Analysis Statements
Government-Wide Fund Notes to the
Financial Financial Financial
Statements Statements Statements
Summary > Detail

Basic Financial Statements

The first two statements (Exhibits A and B) in the basic financial statements are the Government-
wide Financial Statements. They provide a broad overview of the City’s financial position and
operations, in a manner similar to a private-sector business. The statement of net assets presents the
City’s assets and liabilities, with the dilference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the financial position
of the City is improving. The statement of activities presents information on how the city’s net
assets changed during the most recent fiscal year. All changes in net assets are reported as scon as
the underlying event giving rise to the change occurs, regardless of related cash flows. Therefore,
revenues and expenses are reported in this statement, which result in cash flows in future fiscal
periods, such as uncollected taxes and earned but unused vacation leave.

Government-wide statements are divided into governmental and business-type activities. The
governmental activities include most of the City’s basic services such as public safety, recreation,
transportation, community and economic development, and general government. Property taxes,
intergovernmental revenues, and other local taxes finance about 71% of the costs of these activities.
Business-type activities include water utility, stormwater management, parking, festivals, golf
course, civic center, and mass transit services. These activities are primarily paid from charges to
customers excluding transit which receives federal grants and transfers from general fund as its
primary source of funding.



CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 3, 2007

The Fund Financial Statements (Exhibits C through I) provide a more detailed look at the City’s
most significant activities. A fund is used to maintain control over resources that have been
segregated for specific activities or objectives. Fund accounting ensures and reflects compliance, or
non-compliance, with related legal requirements, such as General Statutes, grantor provisions, or the
City’'s budget ordinance. The funds of the City are divided into three categories: 1) the
governmental fund statements, 2) the proprietary fund statements, and 3) the fiduciary fund
statement.

Governmenital Funds. Governmental funds are used to account for most basic services and are
reported as governmental activities in the government-wide financial statements. Govemmental
funds are reported using an accounting method called modified accrual accounting, which provides a
short-term spending focus. The relationship between government activities (reported in the
Statement of Net Assets and the Statement of Activities) and governmental funds is described in a
reconciliation that is a part of the fund financial statements.

Because the focus of governmental funds is narrower than that of the government-wide [inancial
statements, it is useful to compare the information presented for governmental finds with similar
information presented for governmental activities in the entity-wide financial statements. By doing so,
readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet (Exhibit C) and the governmental fund
statement of revenues, expenditures, and changes in fund balances (Exhibit D) provide a
reconciliation to facilitate this comparison between governmental funds and governmmental activities.
(Exhibit C & L)

The City of Asheville maintains cleven individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the General Fund. Data from the other ten
governmental funds are combined into a single, aggregated presentation. Individual fund data for
each of these non-major governmental funds is provided in the form of combining statements
elsewhere in this report.

The City of Asheville adopts an annual appropriated budget for its General I'und as required by
General Stamute. A budgetary comparison statement has been provided for the General Fund to
demonstrate compliance with this budget. (Exhibit )

Proprietary Funds. The City of Asheville maintains two types of proprietary funds. FEnferprise
funds are used to report the same functions presented as business-type activities in the entity-wide
financial statements. The City of Asheville uses enterprise funds to account for its Water Resources,
Civic Center, Festivals, Parking Services, Golf Course, Stormwater Management, and Mass Transit
Operations.

The City has one internal service fund to account for its self-insurance program. The fund is not yet

fully operational as the City was not able to change its budgeting and accounting system to allocate
its charges and claims. Because these services will predominantly benefit governmental rather than
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CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

business-type [unctions, they have been included in the governmental-type activities in the
government-wide statements.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
Water Resources Fund, which is considered to be a major fund of the City of Asheville. The basic
proprietary fund financial statements can be found in Exhibit G through I of this report.

Fiduciary Funds: Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statement because the resources of those funds are nor available to support the City of Asheville’s
own programs. The accounting used for fiduciary funds is much like that used for proprietary funds.
The City of Asheville maintains one agency fund, which is its only fiduciary fund. The basic
fiduciary fund linancial statement can be found on Exhibit J of this report,

Notes to the Basic Financial Statements: The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial statements,
The notes to the financial statements are on pages 28-57 of this report.

Other Information: In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the City of Asheville’s
progress in funding its obligation to provide pension benefits to its employees. Required
supplementary information can be found on pages 58-59 of this report. The combining statements
referred to earlier in connection with non-major governmental funds are presented immediately
following the required supplementary information on pensions. The other supplemental information
shows details about the City’s individual funds, including budgetary information required by the
North Carolina General Statutes, as well as other data that the City considers helplul to the reader.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The Government-wide f[inancial statements are designed to provide the reader with a broad overview
of the City’s finances, similar in format to a financial statement of a private-sector business. The
government-wide statements provide short and long-term information about the City’s financial
status as a whole. The two government-wide statements report the City’s net assets and how they
have changed. Net assels are the difference between the City’s total assets and total liabilities.
Measuring net assets is one way to gauge the City’s financial condition.

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
condition. In the case of the City of Asheville, assets exceeded liabilities by $357,500,228 as of
June 30, 2007,

By far the largest portion of the City’s nel assets ($265,934,201 or 74.0%) reflects the City’s
investment in capital assets (e.g., land, buildings, infrastructure, machinery, and equipment), less any
related debt that is still outstanding that was issued to acquire those assets. The City of Asheville
uses these capital assets to provide services to citizens; consequently, these assets are not available
for future spending. Although the City of Asheville’s investment in its capital assets is reported net
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CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

of the outstanding related debt, it should be noted that the resources needed to repay this debt must
be provided from other sources, since the capital assets arc committed to the continued provision of
service and cannot be used to liquidate these liabilities. Restricted net assets, 2.0% of the Cily’s net
assets, represent resources that are subject to external restrictions, Thesc restrictions consist of
employee paid health benefits as well as reservations for capital projects. In addition, total
unrestricted net assets amounted to 24% of total net assets. Unrestricted net assets may be used to
meet the government’s ongoing obligation to citizens and creditors.

~ Nei Asseis of the Citv of Asheyille

Governmental Activitics Business-type Activities Tatal

2006 2007 2006 2007 2006 2007
Current and
Cther Asscts 5 539590491 5 64,083,327 5 37,121,233 § 47377422 £ 96,711,724 § 111,460,749
Capital Assels 196,889,733 190,387,389 143,701,439 147 285,267 340,391,194 337,672,656
Total Asssts 236,480,246 254,470,716 TR0KA22 672 194 662 689 437,302,918 449,133,405
Mon-current Liabifities 36,585374 32, 265,355 49.681,5340 50,065,508 86,266,924 82,330,863
Other Liabilities 7.101 440 3,584,187 B.790,880 5,718,127 15,892 320 9302314
Tuotal Liabilities 43,686,814 33,849 542 38472430 55,783,635 102,159,244 91,633,177
Mat Assets
Invested in Copital
Asmels Mel of
BRelated Delt 173,598,743 186,595,239 51,518,623 99, 338,962 266,117,366 265,534,201
Restricted 12,076,630 T7.272.090 - - 12, 076,630 7,272,090
Linrestricted ZT7,118.039 44,733,843 29,831,609 39,540,092 36,949,678 84,293,017

Tuotal Met Asscts £ 212793432 § 214,621,174 5 122,350,242 H138,879,054 % 335,143,674 £ 357,500,228

As indicated above, assets of the City exceeded liabilities by $357.500,228 at June 30, 2007.
Analysis of the business-type activities indicates that the capital assets increased $3.5 million in
fiscal year 2007. The increase is a result of several capital water system improvements.

Governmental activitics. Net assets of governmental activities increased by $5,827,742. Key
elements of this increase are as follows:

o Property tax revenues increased by $4.3 million or 11.8% during the year. This is
attributable to growth within the city due to increased construction activity and a slight
adjustment in the property tax rate following the most recent revaluation.

» Strong economic growth for the year led to an increase in sales tax revenue of $1.2 million.

e Special Items decreased $2.0 million during the year. In Fiscal 2006 the City acquired the
assets of the Nature Center and McCormick Field baseball stadium with the dissolution of the
water agreement with the County. This caused the City’s capital assets as well as overall net
assets to increase. These amounts are reported as special items as discussed in the notes. In
addition, in Fiscal 2007 the Certificate of Participation for the Asheville Claims Corporation
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matured and was recorded as a special item in the newly created internal service fund. This
added $5.0 million in revenue (classified as a special item) at June 30, 2007.

Bevenues:
Program revenoes:
Charges for services
(ip. grants & contrbtions
Cap, grunts & contributions
General revenues:
Properly luxss
Other taxes
Grants & eontributions nod
restr'd to spec programs
Inv earnings & mise
Gain (loss) on capital assets
Special items
Total Revenues
Expenses
General govemment
Publiz Safaty
Ihighway/stroets
Econ Development
Culture gnd recreation
Int on Tongtérm debt
Water Resources
Civic Center
Festivals
Parking Services
Mass T ransit
Stormwater
Golf Cowse
Tolal Expenscs
[nerense in net assets
before transfers
Transfers
Increase in net assets
Net assets, beginning
of year
Net assees, end of year

~ Changes in Net Assets of the City of Asheville

CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

Total

Governmental Activities Business-type Activities

1005 2007 20046 2007 2006 2007
§ 15163338 5 15655381 5 32,882,022 S 40656903 S 48043360 5 56,310,284
1,643,763 6,377,739 2,171,032 2,373,935 8816817 8931674
2,897,130 2,374,052 4137432 3,570,539 1,034,602 3,944,571
36,913,609 41,254,144 - - 36,913,609 41,254,144
22,192,656 23,362,643 - - 22,192,656 23,502,645
1,859,353 1,512,902 - - 1,039,358 1,512,902
272420 3127186 341,966 1,170,876 1,266,238 4,298,062

125,582 (§9,351) 16,852 51,173 142,834 (38,176)

7,183,066 3044004 7,004,300 - 14,193,366 504,004
3 94511416 5 99016682 8 46753644 5 47R23428 % 141865060 5 146,340,100
16,032,813 15,248,574 - - 16,032,813 18,248,574
33,384,277 34,453,063 - - 33,384,277 34,433,963
20,076,196 21,238,852 - - 20,076,196, 21,234,832
4,784,757 3.920,353 - - 4,784,757 5,920,353
1,782,633 4,767,235 - - 7,782,635 9,767,233
1,179,077 1,243,027 - - LI79.077 1,243,027
- - 20,194,049 20,616,840 20,194,049 20,616,840
- - 2,251,998 2,220,029 1.2351,99% 2,220,029
= - 1,269,793 1.314.846 1,264,793 1,314,846
= - 1,245,255 1,330,059 1,249 255 1,330,039
. - 4,262,696 4,633,166 4,262,696 4,633,166
- - 1,994,752 2,500,297 1,594,742 2,500,297
- - 44,124 996314 884,124 996,314
§ 33339737 3 90872004 8 32106668 S 33611551 S 115346425 8124483355
11,671,659 B, 144,678 14,646,976 14211877 26,318,635 22,356,553
(1,942,9403 (2.316,936) 1,942,940 21316,936 - -
9,728,719 5,827,742 16,589,916 16,528,813 26,318,633 22,356,555
203,064,713 212,793 432 105,760,325 122,350,241 305,825 035 333,143,673
§ 212793432 5 218,621,174 5122350241 8138879054 % 333143674 § 357,500,228




CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

For the most part, incrcases in expenscs closely parallel intlation and growth in the demand for
services. In Fiscal 2007 the City adopted The Market Based Compensation Plan. This caused an
increase in salaries across the City. Police, Fire and Engineering as well as some of the lowest
paying jobs in the City were implemented in the first year. General government expenses increased
by 13.9% for the fiscal year primarily due to increases in health care expenses.

Puhblic Salely expenses increased by 3.2% duc to the addition of cighteen new firetighters in January
2007 to stall the two new [ire stations that opened in July 2007.

Culture and recreation increased $2.0 million in the year. This increase is due a larger percentage of
their budget being used in the current year on operations as compared to prior year where a larger
portion of the budgel was spent on capital projects or improvements that are not expensed on the
government-wide statements.

Highways/streets increased 5.8% as compared to last year due to the increase in material costs such
as concrete and asphalt.

Other general government activities regarding housing inittatives include:

e Housing Trust Fund: 139 new homes or housing units, assisted with Housing Trust Fund
loans, were completed in FY 2007, This includes the completion of one apartment complex
and 70 out of 123 umits in another apartment complex being renovated and reoceupicd.

¢« CDBG and HOME funds assisted the production of 419 affordable housing units by the City
and non-profit partners. CDBG funds were also used to assist over 5,000 people with needed
services, including 111 homeless people, 36 who moved out of homelessness into permanent
housing, and to start or expand 46 small businesses.

e CDBG and HOME funds assisted in upgrading the transit system by adding bus shelters,
henches, and route signs.



CITY OF ASHEVILLE
MANAGEMENT'S DISCUSSION AND ANALYSIS
June 30, 2007

Revenues by Source - Governmental Activities
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CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 3, 2007

Business-type activities. Business-type activities increased the City of Asheville’s net assets by
approximately $16.5 million for FY 2007. Key elements of this increase are as follows:

o Additional revenue of $6.1 million resulted from the adoption of a new Water Capital
Improvement Fee in the current year. This lee is to Tund major capital improvements such as
water main replacement and water treatment source improvements.

s  Non-major enterprise funds had a combined increase in revenue of 51.3 million atributable
mainly to the Stormwater fund. Tmprovements to the hilling system for Stormwaler in the

second year of operations caused the increase.

o  Transit expenses increased approximately 8.3% due (o increased luel costs; however,
$414,268 additional grant revenue dollars countered the increased cost of operations.

Revenues by Source - Business Type Activities

@ Charges for services W Cp. prants & contrihofions CiCap. grants & conrribarions

O v carnings & mise im0 capitn] assers 18 Spectal iems
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CITY OF ASHHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

Expenses and Program Revenues - Business Type Activities
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Capital Asset and Debt Administration

Capital assets, The City's investment in capital assets for the governmental and business-lype
activitics as of June 30, 2007, totals $337,672,656 (net ol accumulated depreciation), These assels
include land, buildings, improvements other than buildings (infrastructure asscts, such as streets,
sidewalks, and water lines), machinery and equipment, and construction in progress. Summary of
major capital projects [or the year include a new fire station in the West Asheville area, replacement
of 3 fire engines, replacement ol vehicles within public works, water and the police departments, and
upgrading the City's telephone system and radio system infrastructure. (See Nove 4 for additional
information)



CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

Govemmental Business-type
Activities Activities Tolal
2006 2007 2008 2007 2006 2007
Land § 27321138 § 17.335953 § 10,271,758 § 10,271,758 § 37,592,896 § 37.607,711
Buildings &

Improyvements 45,098,905 43,379.241 &0,560,800 A0,604,532 125,659,703 125,983,873
Machinery &

Equipment 28420969 31,075,038 14,432,930 16,576,270 42,855,899 47,631,308
Infrastructure 204,736,311 204,948,506 109,208,525 112,545959 313,944,834 317,494 4635
Construction

In Process 12,266,712 14,906,457 4,559,708 7,781,902 16,826,420 22,694,159
Accumulated

Depreciation (120,934 280) (133,257.906) (73,332,230) (80,500.954) (196,286,562 (213,738, 860)
Total $ 196,889,755 § 190,387,349 $ 143,701,439 $147,285,267 5 340,591,194 £337,672,656

Long-term Debt. The City of Asheville’s total general obligation and revenue bonds debt decreased
by $4,110,000 (7.6%) during the current fiscal year in accordance with its regularly scheduled
maturity dates. The City did not issue any new debt in the current year.

The City of Asheville maintains an “AA” rating from Standard & Poor’s and an “Aa2” rating from
Moody's for general obligation debt. This bond rating is a clear indication of the sound financial
condition of the City.

State statutes limit the amount of general obligation debt a governmental entity may issue to 8% of
its total assessed value of taxable property located within that government’s boundaries. The legal
debt margin for the City of Asheville is $770,135,787, which is significantly in excess of the City’s
outstanding general obligation debt. Additional information regarding the City of Asheville’s long-
term debt can be found in Note 7 of this report.

Governmental Activities Business-type Activities Total
2006 2007 2006 2007 2006 2007
General
Obligation
Bonds $ 6,057,187 § 4,455,569 6,412,813 £ 05124304 § 12470000 § 9.580,000
Revenue Bonds 7 = 41,800,000 40,580,000 41.800.000 40,580,000
Total £ 6,057,187 £ 4,455 596 £ 4212813 £ 45704304 § 54270000 £ 50,160,000
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CITY OF ASHEVILLE
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2007

General Fund Budgetary Highlights

® The unemployment rate for Buncombe County is currently 4.0%, up from a rate of 3.6% one
year ago.: This compares favorably to the state’s average unemployiment rate of 5.1%.

o Population of 75,947 has grown 9.7% from 2000 to 2006.
¢ [nflationary trends in the region compare favorably to national indices.

All of these factors were considered in preparing the City of Asheville’s budget for the 2008 fiscal
year.

During the current fiscal year, unreserved fund balance in the general fund increased to $21.873,433.
The City of Asheville has appropriated $4,421,019 of this amount to balance the FY 2007-08 budget.

Budget Highlights for the Fiscal Year Ending June 30, 2008.

The City’s adopted General Fund budget for FY 2008 totaled $89,228.929, which represents a 9.7%
increase over the FY 2007 budget. The FY 2008 budget includes $450,000 to fund the second year
implementation of the market-based compensation plan. Police and Fire expenditures continue to be
the largest component of the City’s General Fund budget comprising 37% of the total FY 2008
General Fund budget. The budget includes $475,000 to enhance police services by adding two
additional beats, increasing staffing at the telecommunications center and in forensics, and adding 3
detective positions. $79,000 is budgeted to bolster fire services in two rural areas of the city, while
$130,000 is included to fund a new frefighter retirement benefit. Approximately $460,000 is
included to provide a full-year’s funding for 23 positions that were only funded for a partial year in
FY 2007. Of these positions, 18 are firefighter positions for the two new [ire stations that opened in
July 2007. The General Fund budget also includes $9.7 million in pay-as-you-go capital
improvement funding. This funding will allow the City to continue replacing its aging flect of
vehicles and undertake several other high priority projects, including the Hominy Creek and French
Broad River greenway projects, traffic & pedestrian improvements, the completion of the E.
Qakview Bridge project, and the I-40 noise wall enhancement. The fiscal vear 2008 General Fund
budget includes $6.21 in debt service for the City's general obligation bonds, certificates of
participation (COPs), and other general debt obligations, which is a decrease compared to the prior
year. The City will issue new general fund debt in I'Y 2008 to fund the replacement of various large
pieces of equipment in fire and public works, and the upgrade of the City’s enlerprise software
system.

Business-type Activities. The I'Y 2008 budget for the Water Resources Fund includes $6.0 million
from the capital maintenance fee, which was implemented in FY 2007. The purpose of this fee is to
provide funding for major capital improvements such as water line replacements and water treatment
source improvements. With this fee, the total capital budget for FY 2008 is $7.5 million. This total
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CITY OF ASHEVILLE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2007

includes funding for the Fairview Reservoir, the Clingman Avenue project, the NCDOT Long
Shoals [26-US25 project, rolling stock, and small capital equipment. Aside from the capital
improvement fee, the Water budget maintains current rates, and it is assumed that there will be no
growth in demand. Operating expenses will be reduced or held constant wherever possible. Water
Resources’ debt service for FY 2008, which is 17% of the total budget, includes debt service for the
1992 General Obligation Bonds, the 1996 NC Water Quality Loan, Series 1996 Revenue Bonds, and
Series 2001 Revenue Bonds.

During fiscal 2007, there was a $5,164,463 increase in appropriations between the original and final
amended budget of expenditures. Some of the components of that increase were:

o $2.5 million appropriated to the capital reserve fund for high priority capital projects;

o $593,987 appropriated for reserve for encumbrances;

o $132,996 appropriated for additional development review staff to be funded with state utility
tax revenue;

e $115,428 appropriated to the Transit department for fare box changes and to continue
cvening service;
$183,590 in reimbursement revenue from FEMA appropriated for Azalea Park damage;
$694,000 in stop-loss insurance recovery revenue appropriated to cover health care
expenditures;
$250,000 appropriated from fund balance to purchase land at the airport;
$325,000 appropriated from fund balance to fund the lease purchase agreement for
Beaucatcher Mountain property.

Ad valorem taxes exceeded budget expectations because revaluation appeals were lower than
expected and the assessed valuation of real property increased by 5.5% rather than the estimated
3.5%. Local option sales tax revenue increased by 10.69% in fiscal year 2007 and exceeded budget
by $1.5 million. Investment earnings exceeded budgetary expectations due to the increase in interest
rates, a shorter reimbursement philosophy and more available cash for investments. The other major
General Fund revenue categories — intergovernmental and charges for services — also exceeded
budget estimates.

Requests for information

This financial report is designed to provide a general overview of the City of Asheville’s finances for
all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed lo the
Office of the Chief Financial Officer, City of Asheville, PO Box 7148, Asheville NC 28802.

—
Lh



This page was left blank intentionally.



Basic Financial
Statements

The basic financial statements for the City of Asheville consist of both entity-wide and fund
financial statements.
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Exhihit A

ASBETS
Cash and mvestments
Receivables (net of allowance for
uncollectibles)
Due from Companent Unit
Internal halances
[nventories
Prepaids
Restricted assels:
Cash and investments
Capital assets:
Land
Buildings and improvements
Machinery and equipment
Infrastructure
Construction in progress
Accumulated depreciation
Unamortized debt issuance cost
Total assets

LIABILITTES
Accounts payable and other
current liabilities
Customer deposits
Accrued interest payable
Drue to primary government
Unearned revenue
Moncurrent liabilitics:
Drae within one vear
Drie in more than one year
Total liabilities

NET ASSETS
Invested in capital assets, not of
related debt
Restricted for:
Employee paid health benefits
Risk management
Working capital
Perpetual care:
Monexpendable
Capital projects
Unrestricted
Total net assets

CITY OF ASHEVILLE
STATEMENT OF NET ASSETS
JUNE 30, 2007

Primary Government

Component Unit

Governmental Business-type City of Asheville
Activities Activities Total ABC Board

3 40,704,459 5 21,751,149 £ 62460648 5 2,139;550
11,528,694 8,957,960 20,486,634 3,492
266,904 B 266,904 :
2,508,193 (2,508,198) - -
931,409 83,040 1,014,449 1,660,273

- 14,967 14,967 79,604

2,138,623 18,202,323 26,340,946 -
27335953 10.271.758 37,607,711 1,996,517
43,379,341 80,604,532 125,983,873 2453372
31,075,038 16,576,270 47,651,308 G03,040
204,948,508 112,543,959 317,494,465 -
14,906,457 7,787,702 22,694,159 -
(133,257,906) (80,500,954 (213,758,860) (1,527.679)
- 876,181 876,181 -
254,470,716 194,662,685 449,133 405 7,708,169
3,123,282 4,135,327 7,258,609 1,863,597

- 514,824 514,824 -

222774 423,209 1,045,983 -

- - - 266,904

238,131 244,767 482,898 -
7.012,608 4,113,124 11,125,732 -
25,252,747 43,952,384 71,205,131 -
35,849,542 55,783,635 91,633,177 2,130,501
166,393,239 99,338,962 265,954,201 3,818,040
3,470,601 - 3,470,601 -
3,508,659 3,508,659 -

- - - 598,362

292,830 - 292 830 -

- - - 1,033,242

44,753,845 39,540,092 84,293,937 128,024

$ 218621,174 $ 138,879,054 5 157,500,228 ] 5.577 668

The notes to the linancial statements are an integral part of this statement.
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FOR THE YEAR ENDED JUNE 30, 2007

CITY OF ASHEVILLE
STATEMENT OF ACTIVITIES

Exhihit B
Propram Revenues
O perating Capital
Chuarges for Grants and Grants and
Functions/Frograms Expenses Services Contributions Contributions
Primary Governmeant:
Governmental activities
General povemment § 18248374 b B. 764,258 g 1,083,666 b 132,593
Puhhic safely 34453962 3,747,157 213,144 638,527
Highways and strects 21,238 852 1,826,800 2382069 -
Environmental protection - - - -
Economic developaent 5,920,353 - 2978.454 444,293
Culture and recreatim 9767235 1,313,096 18406 1,158.617
Tnterest on long term debt 1,243 027 - - -
Total govemmental gotivitics OO 872,004 15,653,381 6,377,739 2, 374032
Business-rype activities ;
Water resources 206168340 30465188 - 2145430
Civic Center 2,270,029 1,555,468 - -
Festivals 1,314,346 208,327 - -
Parking Services 1,330,059 2870278 - =
Mlass Tramsil 4,633,166 968,274 2373935 1,423,059
Sturmwaler 2,500,297 3,035,331 - -
Grolf Course Q06,114 804,037 - -
Total business-type activities 33,611,551 40,636,903 2,373,535 3,570,539
Total primvary government 5 124485335 § 36310254 5 8,951 674 5 5,044,571
Component unit;
ABC Board 19,680,858 19.392.975 - -
Total component unit 5 1060838 5§ 19891575 8 - 5 -
Ceneral revenues:
Property taxes
Sales taxcs
Oher taxes
Alcoholic beverdge L

Granis snd contributions not restricted to specific programs
Unrestricted investment camings & miscellancons
Gain (loss) on salc of capital assets

Special Iram
Transfers

Totol general revenues, transfers and special itom
Changes In net asscts

Met azsers - beginning

Met azscls - ending

The notes to the financial statements are ao integral part ol this slatément.
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Met (Expense) Revenue and
Changes in Net Assefs

Primary Governmant Component Unit

Governmental Business Type City of Asheville
Activities Activitics Tutal ADC Doard

£ (8206057 3% = 5 (B26605T) % -
(29.853,125) - (29,853,125) -
(17,125,923) - (17,120.923) -
(2,497.604) - {2,497 .604) -
(T277,116) E (7.277,116) -
(1.243.027) - (1.243.027) -
(66,266,852) - (66,266,852} -
- 11,993,828 11.593 828 -

- (664561 (664.561) -

. (446,519 (446.519) -

- 130,219 1340219 =

= 134,102 134,102 &

- 335,034 535,054 -

- (102,277 (102277 -

- 12,989,826 12,589,826 -
{66,266,852) 12,969,824 (33,277.026) -
- - - 212,137

- - - 22137

41,254,144 - 41,234,144 -
17,399,165 - 17,359,165 -
6,163 480 = f, 163,480 -
1312902 - 1,512,902 s
3,127,186 1170376 4,298,062 101,237
{85.351) 51,175 {38,176) 085,862
5,044,004 = 5,044 004 -
(2.316,936) 2,316,936 - =
72,094,594 3538087 75,633,581 1,087,009
5,827,742 16,528,813 232 356,555 1,299.236
213,793 433 122,350,241 335,143,673 4278432
5 18621174 5 I38875,054 5 557500228 5 3,577,668
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Exhibit C

ASSETS

Cash und investments
Receivahles (net of wllowance for

uncallectibles)

e from other fimds
[Dug trom component pnit

Inventarics
(Zash — reatricted
Total asscts

LIABILITIES AND FUND BALANCES

[iabilitics;

Accounts pavable and other accrucd liabilities
De to other funds

Deferred revenus
Uncamcd revenue

Total liabilitics

Fund balances:

Reserved:
For invenlones

For encumbrunces

Faor housing purtnership

For employee paid heslth benefits
tor risk management

By state statute

For perpetual carc
Unrescrved, reported inc

General fund

Desipnated for subsequent year's budpet
Designated for law enforcement special
separation allowance

Undesianated:
General fund

Special revenue funds
Capital project funds
Total find balances
Total ligbilities and fnd balances

CITY OF ASHEVILLE
BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2007

Amounts reported for governmental activities in the statcnecnt of net

assets (Exhibit A) are dilferent becansc:
Capital assets used in governmental activitics are pot financial
rezources and, (herefire, are not reporied in the funds.
Other long-lerm dsiels are not available to pay Tor cureent period
expenditures mnd, therefore, are defomed In the fonds.

therefiore, are not reported in the fund statements.
The intemnal service fund is vscd by management to charse the costs

and therefore, are oot reported in fund stelemenis,

Met asscts of governmental sclivilies

‘T'he notes to the financial statements arc an intcgral part of dhis siatemenl
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Nonmajor Total Governmental
General Governmental Funds Funds

5 29.056,647 $ 6,287,563 3 35344210

5.064,912 6463782 11,528,694

2,379,531 - 2,579.531

2, 04 - 266,904

H31440% - 031,400

6,479,250 1,159,364 8,138,623

5 44,878,062 b 13,910,709 5 58782371

5 2,800,461 8 I8 0§ 3123282

- 7L333 71,333

216,510 3,886,787 4.103.297

238,131 - 238111

3,264,102 4,271,841 7,536,043

031,409 - 931,400

4157243 1,188,436 3345679

- 1,462 620 1462620

347060 - 3470601

3,508,659 = 3,508,639

7654 837 2,517,680 10,212,523

= 292,830 292 830

4,421,019 - 4421019

3300052 - 3,500,082

13,930,710 - 13,530,710

. £33.653 833,601

2 3,343,503 3343503

41,614,560 0 578,765 51253328

b 44,878,662 5 11,910,704
190,387,389
4103207
Lomg-term linhilities are not dig and payable in the cureent period and,
(32,265.355)
of risk management 1o individual funds. The assets and liobilities of the
internal service fimd is included in povernmental activities m the stslement
5,365,280
(xher accrual adjustments that do not require current fnemcial resources

(222,774)

3 218,621,174




CITY OF ASHEVILLE .
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES,
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Exhibit D
MNonmajor Total Governmental
REVENIES CGeneral Governmental Funds Funds
Taxes: :
Ad valorem taxes 5 41,263,802 b - £ 41,263,802
Other taxes 17,839,437 - 17,859,437
Interzovernmenial 9,302,493 5,666,898 14,969,391
Licenses und permits 5,877,788 - 5,877,788
Charges for services 0,773,593 - 9,775,593
Private donations 9,715 1,350,167 1,339,902
Tnvestmenl earmings 1,711,622 218,134 1,929,756
Miscellaneous 330,730 545420 876,150
Total revenues 86,131,200 7. 780,619 93,011,819
EXPENDITURES
Current:
Genetal government 14,932,794 116,625 15,049,419
Public safety 33,785,294 4,701,016 38.486,310
Public works 10,419,633 1,366,297 11,785,932
Human services S0,004) 3,665,700 3,719,700
Planning 1,500,864 689,504 2,199,368
Engineering 1L.3451,0M 770,771 2,631,542
Culture and recreation 7900654 1,434,925 9,355,579
Debt service:
Principal 4,238 455 170,000 4,408,455
Interest 1,282,734 - 1,282,734
Total expendilures 75,980,501 12,938,838 88,919,339
Excess of revenues
over (under) expenditures 10,150 /99 (5,158.219) 4,992,480
OTHER FINANCING SOURCES (USES)
Transfers in - 4 095,796 4,098,796
Transfers vul (6,415,732} - (6.415,732)
Long-term debt issued - - -
Sale of cupital assets 253,619 - 253,619
Total other financing sources and (uses} i6,162,113) 4,098,796 (2063,317)
Met change in fund balances 3,988,586 (1,059,423) 2,929,163
Fund balances - beginning 37,625,974 10,698,191 45,324,165
Fund balances - ending 5 41,614,560 5 9,638,768 ] 51,253,328

The notes to the financial statements are an integral parl of this statement.
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CITY OF ASHEVILLE
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES TN FUND BALANCES OF GOYERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Exhibit £

Amounts reported for govemmental activities in the statement of activities are
different because:

Met change in fund balances--total governmental funds (Exhibit D) 5 2,929,163

.

Depreciation expense is not a use of current financial resources and therefore,
is not reported in the sovernmental fund statements. (13,611.422)

Capital asset additions are a use of current financial resources and therefore,

are not reported as expenditures in the governmental fund statements. 7.728.814
Conlribution of capital assets 153,000
Capital assets, donated {429 TRE)
Proceads from sale of capital assets (233,619)
Loss on sale of capital assets (39,351
Met change in accrued intersst payable 39,707

Property tax revenue and other revenues in the statement of activities that do not provide
current financial resources snd, therefore, are deferred in the fund statements (324,071)

Debt service payments use current financial resources and are reported in the
governmental fund statemments but are a reduction in a hability on the government-
wide statemenis. 4 408,455

Other reconciling item (33.226)

Adjustments to other long-term obligations that do not require current financial resources and
therefore, are not reported as expenditures in the governmental fund statements:

Accrued vacation 26,633

Estimated claims incurred but nol reported

Unfunded pension obligation (81,842)
The internal service fund is used by management to charge the costs of Risk

Management to the individual funds. The net revenue of certain activities of
the internal service fund is reported with governmental activities. 3,365,289

Change in net assets of governmental activities (Exhibit B) b 5.827.742

The notes to the financial statements are an integral part of this statement.
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CITY OF ASHEVILLE
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

Exhibit ¥
Variance with
Budgeted Amounts Final Budget-
Actual Positive
REVENTUES Original Fimal Amounts (Negative]
Taxes:
Ad valorem taxes £ 37961435 5 39161435 41,263,502 § 2,102,367
Local option sales tax 15,873,497 16,347,062 17,399,165 1,052,103
Payments in lieu of taxes 96,280 96,280 139356 43,076
Other taxcs 262,418 262,418 320916 38,4938
Tntergovernmental &.465,766 8,024 389 9302 493 677,904
Licenses and Permits 4883214 4 883,214 5,877,788 992,574
Charges for services §.903, 264 9,097,264 9.775.593 678,329
Private donations - 73,000 9,735 (63.263)
Investmont eamings 687,500 835,500 1,711,622 876,122
Mizcellaneons 149,900 149,900 330,730 180,830
‘Total revenues 77285274 79,532 662 £6,131,200 6,598,538
EXPENDITURES
Current:
General government 14,605,190 17,408,293 14,932,754 2,473,499
Public salety 34192169 34,695,473 33,785,254 913,179
Public works 10,788,415 10,866,452 10,419,635 446817
Human =zervices 50,000 50,000 50,000 -
Planning 1,448 885 1,337,121 1,509 864 27,257
Englneering 2012419 2,109,852 1,861,071 248,811
Culture and reerealion 7.671,620 T.976,643 7.900,654 75,980
Dbt service:
Principal 3,542,098 4,240,350 4238455 1,895
Interest and fees 2,731,023 1,502,352 1,282,734 219,618
Total expenditures 77,041,819 80,387,566 73,951,501 4,407,065
Excess of revenues over expenditures 243,455 (B54.904) 10,150,659 11,005,603
OTHER FINANCING SOURCES (USES)
Appropriated fund bafance 445282 4,352,909 - (4,352,909,
Transfers out (3,754.4a62) (6.415.732) (6,415,732) -
Long-term debt issued 3012725 2,864,727 - (2.864,727)
Sule of capital assels 53,000 53,000 253,619 200,619
Total other firancing sources and (uses) (243,455) 854,904 (6,162,113) (7,017,017)
MNet change in [und balance 3 - 5 - 3,988,580 § 3,988,586
Fund balance - beginning 37625974
Fund balanee - ending 5 41,614,580

‘I'he notes 1o the financial statements are an integral part of this statement.
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Exhibit G

ASSETS
Current asseis:
Cash and investments

CITY OF ASHEVILLE

Aceounts recsivable (net of allowance
for uncollccribles)

Accounts receivable MSD (net of allowarice

for uncollectibles)
Intergnvernmental receivahle
Tnventorics
Propaids
Resteicted cash and investinenis
Tartal current assels

Moncumrent asscts:
Capital assets:
Land
Buildings und improvements
Machinery and equipment
Water systenyscwer svsten
[nfrastrucowe
Conslruclion in progress
Total capital assels
Acoumulated depreciation
It capital assets
Unamortized debl ssuance cost
Tuotul noncurrent ussels

Total assets

LIABILITTES
Current liabilities:
Accoumts pavable
Customer deposits
Agcrued inerest payohle
Other secrued expenses
Diue to other funds
Dine to-other governmental units
Bonds payable
Instullment purchase contracts
Compensated abscnees
Unearned revenue
Total current liabilities

Memeurrent liabilities:
Bonds pavable
Installment purchase comtracts
Unamortized bond premiums
Total nemeurrent hahilities

Total liabilitics

NET ASSETS

Tnvested in capital assets, net of related debt

Uinrestricted
Total not asscis

The notes to the fmuncial statements are an miegral part of this statcment.

STATEMENT OF NET ASSETS
PROTMRIETARY FUNDS
JUNE 30,2007
Water Nunmajor Internal Service
Resources Enterprise Funds Taotalz Funi

i 18669264 b 3081883 £ 21751149 5 3,363,289
32020 BEO 203 4223129 -

2278647 - 2,278,647
- 2450,184 2,450,184 -
- #3040 53,040 -
- 14,967 14,957 -
16,628.392 1,573,931 [8, 202,323 5
40,919 226 80002110 49,008,439 3303289
4,276,933 5,994,825 10271758 -
39,282 631 21,321,901 A0,604,532 -
7362 065 9,21 4,’2515 16,576,270 -
100,530,307 - 1y, 330,307 -
# 12,015,652 12,015,652 -
6,630,319 1,157,383 7,787,700 .
178,082,255 49,703,966 2.T86,221 -
(32 732.710) (27,718.244) (80,300,954} -
125,294 545 21,985,722 147 285267 -
868,314 7.867 876,181 -
126,167 839 21,995,589 148, 161,448 -
167 0BT, 088 30,083 T9y 197170887 5.365,289
1101897 73,070 1174967 -
514,324 00 314,824 -
797,289 25920 £23,209 =
207352 96,228 303,580 -
3 2,508, 198 2,508,198 -
256,750 Z 2,656,780 E
2,958,899 2 2,958 859 :
- 613,002 &13,002 -
346,916 194,307 341,223 -
= 244,767 244,747 -
8,583,457 3,735,992 12.339.445 -
44 245 404 - 44,245,404 -
= 128,040 129,000 -
1,377,980 - 1 577980 -
43,823 384 129000 45952384 -
34,406,841 3,884,992 58,291,833 -
78095243 21243730 09,338,962 .
34,585 005 4,955,087 349,540,092 3363289
§ 112,680,247 5 26.198,807 % 138,879,054 % 5,365249




CITY OF ASHEVILLE

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROTRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2007

Exhibit IT

OPERATING REVENUES
Churpes for services
Rents
Concsssions
Misccllancous revenies
Total eperating revenues

OPERATING EXPENSES
Cost of merchandize sold
Administration
Depreciation

Total operating cxpenses

Operating income {loss)

NONOPERATING REVENUES (EXPENSES):
Operaling grants
Interest earmed
Interest cxponse
Gain on sale of capital assels
Total nonoperating revenuess (expenses)

Imgome (loss) before tronsfers and capital contributions

Trumshers infoul:
Transfers from General Fund
Transfors to Grant Fund
Special Tter
Capiral contributions
Changes in net assets

Torlul net wxsels - beginning
Total net assets - ending

Nonmajor Internal Service
Water Resources Enterprise Funids Totals Fund

£ 30425858 b T.6T0,509 § 38,007,367 b -
9190 LUE, 189 1,007,379 =

. 968,125 068,128 .

29,140 554 RR9 5B4.029 -
30463148 10,191,715 40,656,903 -

- 386,613 386,613 -

14,091,207 11097477 25,188 5384 -
4,229,656 1,305,170 5,534 866 -
14,320,903 12,789,260 31,110,163 -
12,144 285 {2.597.545) 9.546,740 =

- 2373935 2373035 :

H59,5350 181,286 1,170,875 321,285
{2,2954937) (205.451) (2,501,388) .
50,232 941 51,173 =
(1256.115) 2.350.713 1.094,398 371,283
10,888 170 (246,832} 10,641,338 321,285

2 2,404,936 2,404,936 .

- (RE,000) (88,000} -

- - - 3.044, 004

2,145,480 1,425,059 3,570,539 .
13,033 850 3,495,163 16,328,813 5,363,289
595,646,357 22,703,644 122350, 241 -

§ 112680247 5 26,198.807 § 138,879.054 5 3.365.289

Thenotes to the finuneiul stalements are an integral part of this statement.
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Exhihit 1

Cash Dows [rom vperating activitics:
Cash recoived from customens
Cash paid for poods and services
Cash paid to employees
Cash fromyspecial ilem
Met cash provrided Iy (used for) operating aclivilies

Cash flows from non-capital Moancing activities:
Grants received
Transfers to other funds
Transfers receved from ather funds
Advances paid to other fusds
Met cashi provided by non-capital
financing activities

Cash flows from capital and related Anancing
activities:
Reeeipts from capital grants or contributions
Acquisition and constmiction of capital assets .
Principal paid cn Jdebi
Interest paid on debt
Proveeds from sule of capital assets
Met cash used for capital and related financing
pelivities

Cush flows from investing activities:
Proceeds from sale of investments
Inierest eamned
Met cash provided by fmvesting aofivities

Met increase in cash and cash eguivalents
Cash and cash equivalents:

Beginning of year, July |
End of vear, Jupe 30

CITY OF ASHEVILLE
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR TIIE YEAR ENDEDR JUNE 30, 2007

Monmajor Internal Service
Water Resources Enterprise Funds Totals Fund

% 29393 526 5 5.E861,518 39255044 F -

(7.3%6,941) (8,334,344 {13,731,285) -

{3,992 182) (3;591,2168) (5,583,398) -

- - - 3044004

16.004.403 (2,0464,047) 13.840.361 3,044, TH0

- 1,076,139 1,076,139 -

- (336,116) {336,118) -

- 2,653,082 2,653,052 -

- 1,792,372 1,792,370 -

- 3,185.454 S 1BE454 -

172,252 1418293 1,590,547 %

{3441 804 { L697,6200 {7.139,424) -

(2,658,511} (5776400 (3.236,151) =

(1925208} {208,426) (2.133.724) -

5,232 043 51,173 a

(9.803,12%) (1,064 448) (10.867,37T) -

100,087 . 00,087 -

840,606 181,286 1,121,892 321,285

L 240,643 181,235 1,421,97% 321285

TA4T 96T 2238250 G 680,217 3,365,289
25302 3155 2,417,566 2B.309.921

b 33,334,322 5 4655818

37900134 5 5,363 285
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Reeonciliation of nperating income (loss) to
nct cxsh provided by (used for) operating activitics:
Ciperating ncome (loss)

Adjustments o reconcile operating income {Ioss) to pel cash

provided by (uscd for) operating activitics:

Depreciation

Special itcm

Changes in assets and Labilities:
Inerease in secounts receivable
Decrease in inventories
Decrease in prepaids
Increase (decieasc) in other accrued cxpenses
Incrcase (decreasc) in accounts payable
Increass in uncamed revenue
Imerease in acoruwsd compensuted ahsences
Mecrewse in due W other governmental units
[ncreiase in due from other governmental unils
Increase in custouner deposits

Total adjustments

Met eash provided by (mwed For) operating activities

Reconciliation of cash and cash equivalents:
Cash and investmients:
Unrestricted
Besicted
Total cash and investments
less: Investments
Cash and cash equivalents

Water MNonmajar Internal Service

Resources Enterprize Funds Toknls Fund
5 12,144,285 b (2,397,345 § 9546740 5 =
4229 596 1,305,170 5.534 Ba6 -
. . - 5,042,004
{1.218,263) {248.912) {1,367,174) -
- 6,345 6,343 -
- 4 676 4676 -
91,273 {L,075) 90,1938 -
156,947 {515,651} {35,704 -

- 18,713 18,715
52434 64,2335 116,689 -
401,410 - 401,410 -
106,364 - 106,569 =
4031 - 40,031 -
3860118 533,503 4393.621 5,044 D04
£ 16004403 i (2.004,042) 5§ 13940361 I 5.044.004
£ 18669264 5 3,081 885 § 21,751,139 5 5365289
16,628,392 1.573.931 18,202,323 -
35,297,656 4.655 816 39933472 3363289
1,263,334 - 1,963,334 -
F 33,334,322 b 4655 816 $ 37,990, 138 b 5,363,289
[concluded)
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CITY OF ASHEVILLE
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUND
JUNE 30, 2007
Exhibit J
Agency Fund
ASSETS
Cash and investments g 452,706
Total assets by 452,706
LIABILITIES
Accounts payable 3 452,706
Total liabilities 5 452 706

The notes in the finuncial statements arc an integral part of this statement.
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CITY OF ASHEVILLE
NOTES TO BASIC FINANCIAL STATEMENTS
Tune 30, 2007

[NOTE.1_ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial stalements of the City of Asheville (the “City”) have been prepared in
conformity with accounting principles generally accepted in the United States of America
(GAAP) as applied to government units, The Governmental Accounting Standards Board
(GASB) is the accepted standard-setting body for establishing governmental accounting and
linancial reporting principles. The City’s significant accounting policies are described below.

A. Reporting Entity

The City of Asheville is a municipal corporation that is governed by an elected mayor and a six-
member council. As required by GAAP, these financial statements present the City, its
component units and legally separate entitics for which the City is financially accountable.
Blended component units, although legally separate entities, are in substance, part of the City's
operations and, as such, are included in the reporting entity. The discretely presented component
" unit below is reported in a scparate column in the City's financial statements in order to
cmphasize that it is legally separate from the City.

Included within the reporting entity:

Asheville Board of Alcoholic Control (the “ABC Board™). The Asheville Board of Alcoholic
Control was organized under the provisions of House Bill No. 1124 of the North Carolina
(ieneral Assembly and implemented by a citywide election held November 14, 1947, The local
ABC Board may borrow money in accordance with North Carolina General Statute 18B-702(b)
and the City's governing body who appoint all three ABC Board members shall in no way be
held responsible for the debts of the ABC Board. The ABC Board is required by state statute to
distribute its surpluses to the General Fund of the City, which represents a financial benefit to the
City. Therefore, the ABC Board is reported as a discretely presented component unit. Complete
financial staiements for the ABC Board may be obtained from the Asheville Board of Alcoholic
Control's administrative ollices at 1 Cherry Street North, Asheville, NC 28801,

Asheville Public Financing Corporation (the “APFC™). The Asheville Public Financing
Corporation is a non-profit corporation chartered in 1991 with the specific purpose of assisting
the City of Asheville in various types of financing arrangements. The Corporation is governed
by a board of directors whose three members serve for one year or until successors are elected.
One of the three members is appointed by the city manager. The board of directors elects the
remaining directors. The Corporation has no assets, liabilities, revenues or expenses. All rights,
title and interest to all financing contracts with the City have been assigned to various bank
trustees. All financing arrangements with the City have been disclosed in the accompanying
nofes to basic financial statements.
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CITY OF ASHEVILLE
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2007

Asheville Claims Corporation (the “ACC”). The Asheville Claims Corporation is a non-profit
corporation chartered in 1993 with the specific purpose of assisting the City of Asheville in risk
managemenl and the administration of claims. The ACC is governed by a board of directors
whose three members serve for one year or until successors are elecied. One of the three
members is appointed by the city manager. The board of directors elects the remaining
members. The ACC has no assets, liabilitics, revenues or expenses. All rights, title and interest
to the claims contract with the City have been assigned to a bank trustee. All financing
arrangements with the City have been disclosed in the accompanying notes to the basic financial
slalements.,

B. Related Organizations

Housing Authority of the City of Asheville (“Ilousing Authority™). The Mayor appoints the five-
member Board of the Housing Authority of the City of Asheville. The City is accountable [or the
Housing Authority because it appoints the governing board; however, the Cily is not financially
accountable for the Housing Authority.

Asheville City School System (“School System™). The Asheville City Council appoints the five-
member Board of the Asheville City School System. The City is accountable for the School System
because it appoints a majority of the governing board; however, the City is not financially
accountable for the School System.

C. Jointly Governed Organizations

Asheville Regional Airport Autherity. The City, in conjunction with Buncombe County,
participates in a regional airport. Each participating government appoints three members and the six
appointees then appoint one additional member to make up the seven-member board. The City has
no obligation to fund any deficits, any claim on assets or obligation for labilities. The Authority is
included in Buncombe County’s Financial Statements as a discretely presented component unit.

D. Measurement Focus Basis of Accounting & Financial Presentation

The accounts of the City are organized and operated on the basis of funds. A [und is an independent
fiscal and accounting enlity with a self-balancing set of accounts comprised of assets, liabilitics, fund
equity, revenues, and expenditures or expenses, as applicable. Fund accounting segregates funds
according to their intended purpose and is used to aid management in demonstration compliance with
finance related legal and contractual provisions. The minimum number of funds is maintained
consistent with legal and managerial requirements, In accordance with North Carolina Statutes, all
funds of the City are maintained during the year using the modified accrual basis of accounting.

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows.

29



CITY OF ASHEVILLE
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2007

Non-gxchange (ransactions, in which the City gives (or receives) value without directly receiving (or
giving) equal value in exchange, include properly taxes, grants and donations. On an accrual basis
property taxes are recognized as revenues in the year for which they are levied. Grants and similar
ilems are recognized as revenue as soon as all eligibility requirements imposed by the provider have
been met.

Amounts reported as program revenues include: 1) charges to customers or applicants for goods,
services, or privileges provided. 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes,

Governmental fund financial statements are reported using the cuwrrent financial resources
measurement focus and the modified accrual basis of accounting, Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafier to pay labilities of the current period.
For this purpose, the City considers revenue to be available if they are collected within 60 days of the
end of the current fiscal period, except for property laxes. Expenditures generally are recorded when
a liability is incurred, as under accrual accounting, However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgements, are recorded only when
payment is due, Capital asset acquisitions are reported as expendilures in governmental [unds.
Proceeds from gencral long-term debt and acquisitions under capital leases are reported as other
financing sources.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the City's enterprise funds are charges to customers for sales and services, The City also
recognizes as operating revenue the portion of tap fees intended to recover the cost of connecting
new customers Lo the water and sewer system, Operating expenses for enterprise funds include the
cost of sales and services, administration expenses, and depreciation on capital assets. All revenues
and expenses not meeting this definition are reported as non-operating revenues and expenses.

At June 30, taxes receivable are materially past due and are not considered to be an available
resource Lo finance the operations of the current year. Also, as of January 1, 1993, State law altered
the procedures for the assessment and collection of property taxes on registered motor vehicles in
North Carolina. Effective with this change in the law, Buncombe County is responsible for billing
and collecting the property taxes on registered motor vehicles on behalf of all municipalities in the
County, including the City of Asheville. For motor vehicles registered under the staggered system,
property taxes arc due the first day of the fourth month after the vehicles are registered. The billed
taxes are applicable to the fiscal year in which they become due. Therefore, the City's vehicle taxes
for vehicles registered in Buncombe County from March 2006 through February 2007 apply to the
fiscal year ended June 30, 2007. Uncollected taxes that were billed this period are shown as.a
receivable in these financial statements and are ollset by deferred revenues. In addition, as of
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CITY OF ASHEVILLE
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2007

January 1, 2006, State law implemented a staggered expiration date system for annually registered
vehicles as past of the conversion into the staggered registration. Originally, annually registration
expired December 31 each year with taxes due by May | of the following year. To transition from
the staggered into the annual registration, the initial 2006 registration renewals will vary from 7 to 18
months after December 31, 2005. Once these initial renewals have expired, all vehicles that were
previously annually registered will be in the staggered system.

For vehicles registered under the annual system, taxes are due on May 1 of each year, For those
vehicles registered and billed under the annual system. uncollected taxes are reported as a
receivable on the financial statements and are offsct by deferred revennes becausc the due date
and the date upon which interest begins to acerue passed prior to June 30. The taxes for vehicles
rcgistered annually that have already been collected as of year-end are also reflecled as deferred
revenues at June 30, 2007 because they are intended to finance the City’s operations during the
2008 fiscal year. Sales taxes collected and held by the State at year-end on behalf of the City are
recognized as revenue, Intergovernmental revenues and sales and services are not susceptible to
accrual because generally they are not measurable until received in cash. Grant revenues, which
are uncarned at year-end, are recorded as deferred revenues. Under the terms of the grant
agreements, the City funds certain programs in combination of specific cost-reimbursement
grants, calegorical block grants and general revenues. Thus, when program expenditures are
incurred, there are both restricted and unrestricted net assets available to finance the program.
Excluding debt funding, it is the City’s policy to first apply cost-reimbursement grant resources
to such programs, followed by categorical block grants, and then by general revenues.

In the event that debt proceeds are included, the City will spend debt proceeds first unless there
is an agreement tying specilic expenditures to grant proceeds. When both restricted and
unrestricted resources are available for use, it is the City’s policy to use restricted resources first,
and then unrestricted resources, as they are needed.

As permitted by accounting principles generally accepted in the United States of America, the
City and the ABC Board have elected to apply only applicable FASB Statements and
Interpretations issued on or before November 30, 1989, that do not contradict GASD
pronouncements in its accounting and reporting practices for its government-wide and
proprietary operations.

The preparation of linancial stalements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities and disclosure of contingent
assets and liabilitics at the date of the financial statements and the reported amounts of revenues
and expenses during the reported period. Actual results could differ from those estimates.
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CITY OF ASHEVILLE
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2007

The City reports the following major governmental fund:

General Fund - The General Fund is the general operating fund of the City. It is used to
account for all financial resources except those required to be accounted for in other funds. The
primary revenue sources are ad valorem taxes, various other taxes and licenses and State-shared
revenues. The primary expenditures are for public safety, streets and highways, sanitation,
recycling, parks and recreation, general government services, risk management and benefits,
information technology and debt service for the payment of general long-term principal, interest,
and related costs.

The City reports the following non-major governmental funds:

Special Revenue Funds - Special Revenue Funds are used to account for specific revenue sources
that are legally restricted to expenditures for specific purposes. The City has the following Special
Revenue Funds: Grant Programs, Community Development, Section 108 Rehabilitation, Affordable
Home Ownership, and Housing Parinership.

Capital Project Funds - The Capital Project Funds are used to account for financial resources to be
used for the acquisition and/or construction of major capital facilities (other than those financed by
proprietary funds) and infrastructure. The City has four Capital Project Funds: Federal Capital
Projects, General Capital Projects, Street/Sidewalk Capital Improvements and Sewer Capital
Projects.

Perpetual Care Permanent Fund — This fund is used to account for perpetual care of the City’s
Riverside Cemetery.

The City reports the following major proprietary fund:

Water Resources — The Water Resources Fund is an enterprise fund used to account for operations
and maintenance of the City’s water system that includes operation of two water treatment plants.
This fund also covers acquisition and/or construction of major utility capital facilities and
infrastructure, as well as the debt service for the payment of utility long-term debt principal, interest.
and related costs which are accounted for in sub-funds.

The City reports the following non-major enterprise funds: Civic Center, Parking Services, Festivals,
Mass Transit, Stormwater and Golf Course.

Internal Service Fund — During the current year, the City created an internal service fund to account
for its self-insurance program. The fund is not yet fully operational as the City was not able to
change its budgeting and accounting system to allocate its charges and claims. The only activity
recorded in the internal service fund this year was the receipt of the special item discussed in note 12.
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Additionally the City reports the following fund types:

Agency Fund - Agency fimds are custodial in nature and do not involve the measurement of
operating results. The City maintains the Civic Center Agency Fund for the purpose of segregating
the box office activities for the various promoters.

E. Budgetary Data

The City’s budgets are adopted as required by the North Carolina General Statutes. An annual
budget is adopted for the General Fund, Community Development Fund, Water Resources I'und and
the other non-major Enterprise Funds. Multi-year budgets are adopted for the non-major
Governmental Funds, except for the Community Development Fund, and Enterprise Capital Projects
Funds. All ammual appropriations lapse at the [iscal-year end. As required by State law |N. C.
General Statute 159-26(d)], the City maintains encumbrance accounts, which are considered to be
"budgetary accounts”. Encumbrances outstanding at year-end represent the estimated amounts of the
expenditures ultimately to result if unperformed contracts in progress at year-end are completed.
Encumbrances outstanding at year-end do not constitute expenditures or liabilities. These
encumbrances outstanding are reported as "reserved for encumbrances” in the fund balance section of
the balance sheet and will be charged against the subsequent year's budget.

All budgets are prepared using the modificd acerual basis of accounting. N.C. General Statute 159-
13{2)(3) requires the budget ordinance make appropriations by department, function or project. The
City has defined its annual operating funds to be functions; therefore, expenditures may not legally
exceed appropriations at the fund level for all annual operating funds. Expenditures may not legally
exceed appropriations at the project level for all multi-year project funds. Amendments are required
for any revisions that alter the total fund or project budget and must be approved by City Council.
The City internally manages expenditures on a line item and departmental basis and although not
legally required, budget amendments may be required between line items and between departments
of the same function. The Budget department must approve all of these internal budget amendmenis
and some of thesc amendments are forwarded to the City Manager for additional approval. During
the year numerous budget amendments to the original budget were necessary. The budget ordinance
must be adopted by July 1 of the fiscal year or the governing board must adopt an interim budget that
covers Lhal time until the annual ordinance can be adopled.

F. Assets, Liabilities, and Net Assets/Fund Balance
1. Deposits and investments

The deposits of the City and the ABC Board are secured as required by North Carolina General
Statute (“G. S.”) 159-31. The City may establish official depositories with any bank or savings
association whose principal office is located in North Carolina. The City and the ABC Board may
establish time deposits in the form ol NOW and SUPERNOW accounts, money market accounts, and
certificates of deposits.
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(3.5. 159-30 (¢) authorizes the City and the ABC Board to invest in obligations of the UL.S. Treasury;
obligations of any agency ol the United State of America, provided the payment of the interest and
principal of such obligations is fully guaranteed by the United States; obligations of the State of
North Carolina; bonds and notes of any North Carolina local government or public authority;
obligations of certain non-guaranteed federal agencies; certain high quality issues of commercial
paper and bankers’ acceptances; and the North Carolina Capital Management Trust (NCCMT), an
SEC registered (2a-7) mutual fund.

The City and the ABC Board's investments with a maturity of more than one year at acquisition and
non-money market investments are reported at fair value as determined by quoted market prices.

The securities of the NCCMT Cash Portfolio are valued at fair value, which is the NCCMT's share
price, The City intends, and has the ability, to hold all securities to maturity.

In accordance with State law, the City and the ABC Board have invested in sceurities, which are
callable, and which provide for periodic interest rate increases in specific increments until maturity.
These investments are reported at [air value as determined by quoted market prices.

The City pools moneys from all funds, except unspent bond proceeds, to facilitate disbursement and
investment and maximize investment income. The City and the ABC Board consider demand
deposits and investments purchased with an original maturity of three months or less, which are not
limited as to use, to be cash and cash equivalents.

2. Receivables and payables

According to the North Carolina General Statutes, ad valorem taxes levied on July 1 beginning
of the fiscal year, are due September 1, but interest and penalties do not accrue until the
following January 6, the lien date.

Propertly taxes on certain registercd motor vehicles arc assessed and collected throughout the
vear. The taxes are based on the assessed values as of January 1, 2006.

Within the fund financials ad valorem taxes receivable are not accrued as revenue because the
amount is not considered “available.” At June 30, taxes receivable are significantly past due and
are not considered to be an available resource to finance the operations of the subsequent year.
Accounting principles generally accepted in the United States of America state that property tax
revenues, which are measurable but not available, should be recorded as uncarned revenues. The
receivable amount is reduced by an allowance for doubtful accounts and an amount equal to the
net receivable is included in the governmental balance sheet and the statement of net assets. Any
property taxes collected in advance of the fiscal year to which they apply are recorded as
unearmed revenues,
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An allowance for doubtful accounts is maintained on the ad valorem taxes receivable as
desenibed above. The City also maintains an allowance for doubtful accounts lor water service
accounts receivable, stormwater accounts receivable and other miscellaneous receivables.

3. Inventories and prepaids

Inventories are determined by physical count and valued at cost {using the first-in, first-out
method). Inventorics in the governmental funds comsist of expendable supplies held for
consumption. The costs thereof have been recorded at the time items were purchased.
Expenditure occurs when items are issued from inventory. Inventories in the non-major
enterprise funds consist of materials and supplies held for subscquent use.

Certain payments to vendors reflect costs applicable to future accounting periods and are
reported as prepaids in both government-wide and fund financial statements and are
expended/expensed as balances are used.

4. Restricted assets

Certain cash balances are held as restricted. Restricted cash in the General Fund relates to the
City’s sell-insurance program and are only available to pay claims and unspent debt proceeds,
Restricted cash in the Water Resources Fund relates to unspent debt proceeds and is only
available for specific projects. Resiricted cash in the non-major governmental funds relates to
cash held in trust to be loaned out under the City’s Section 108 Rehabilitation Loan program and
perpetual care of the City’s cemetery and unspent debt proceeds.

5. Capital assets

Capital assets, which include land, buildings, equipment, vehicles and infrastructure (e.g., water &
sewer lines, water tanks, roads, sidewalks and similar items), are reported in the applicable
governmental or business-lype activities columns in the government-wide financial statements.
Capital assets (not including general infrastructure) are defined by the City as assets with an initial,
individual cost of more than $5.000 and an estimated useful life in excess of two years. General
infrastructure assels are defined by the City as assets with an initial cost of more than $50.000.
Assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital asscts are recorded at estimated fair market value at the date of donation.

Governmental infrastructure asscts (roads, sidewalks, bridges, ete.) acquired prior to July 1, 2003,
consist of assets acquired or that received substantial improvements subsequent to July 1, 1980, and
are reported at estimated historical cost using deflated replacement costs. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets’ lives are
not capitalized.
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Any interest incurred during the construction phase of proprietary fund type capital assets is reflected
in the capitalized value of the asset constructed. Capital assets of the City and the ABC Board are
depreciated using the straight-line method over the following estimates useful lives:

Capital assel Life
Machinery and equipment 3-15 years
Building and improvements 20-30) years
Water System 50 years
Infrastructure 25-50 years

6. Compensated absences

The vacation policy of the City provides for the accumulation of up to a maximum of 40 days earned
vacation leave, with such leave being fully vested when eamed. All vacation pay is accrued when
incurred in the government-wide, proprictary fund, and component unit financial statements. The
City has assumed a last in first out methed of using compensated time. The portion of that time that
is estimated to be used in the next fiscal year has been shown as due within one year in note
7-H. ABC Board employees may accumulate up to 30 days carned vacation and such leave is fully
vested when earned.

The City and the ABC Board's sick leave policy provides [or an unlimited accumulation of eamed
sick leave. Sick leave does not vest, but any unused sick leave accumulated at the time of retirement
may be used in the determination of length of service for retirement benefit purposes. Since neither
of the two entities is obligated for the accumulated sick leave until it is actually taken, no liability for
sick leave has been recorded.

7. Long-term obligations

In the povernment-wide financial statements and the proprietary fund financial statements, long-
term debt and other long-téerm obligations are reported as liabilities in the applicable
governmental activities, business-lype activilies, or proprictary fund statement of net assets.
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life
of the bonds using the straight line method of amortization. Bonds payable are reported net of
the applicable bond premium or discount.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issnances are reported as other
financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as
debt service expenditures.
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8. Net Asscis/Fund Balances

Net assets in government-wide and proprietary fund financial statements are classified as
invested in capital assets, net of related debt; restricted; and unrestricted. Restricted net assels
represent constraints on resources that are either externally imposed by creditors, grantors,
contributors, or laws or regulations of other governments or imposed by law through state statue.

In the governmental fund financial statements, reservations of the fund balance represent
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that
are subject to change.

State law [G.5. 159-13 (b)(16)] restricts appropriation of fund balance for the subsequent year’s
budget to an amount not to exceed the sum of cash and investments minus the sum of liabilities,
cncumbrances, and delerred revenues arising [rom cash receipts as those amounts at the close of
the fiscal year preceding in the budget year.

The governmental fund types classily fund balances as follows:
Reserved

Reserved for Inventories — portion of fund balance that is not available for appropriation because it
represents the year-end balance of inventories. which are not expendable available resources.

Reserved for Encumbrances — portion of fund balance available for appropriation to pay for
commitments relating to unperformed contracts and purchase orders.

Reserved for Housing Partnership — portion of fund balance that is not available for appropriation
because it is reserved for the City’s Alfordable Housing Program.

Reserved for Employee Paid Health Benefits — portion of fund balance that is not available for
appropriation because it represents employee withholdings held in trust to be used to pay health
claims.

Reserved for Risk Management — portion of fund balance that is not available for appropriation
because it is reserved Lo meet the commitments of the City's Self-Tnsurance Program.

Reserved by State Statue — portion of fund balance not available for appropriation after consideration
of other reservations of fund balance. G.S. 159-13(b)(16) restricts appropriation of fund balance or
fund equity to an amount not to exceed the sum of cash and investments minus the sum of liabilities,
encumbrances, and deferred revenues arising from cash receipts as these amounts stand at the close
of the fiscal year preceding the budget vear.

Reserved for Perpetual Care — portion of fund balance available for appropriation to pay for
maintenance of the City's cemetery.
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Unreserved

Designated for Subsegqueni Year’s Budget - portion of total fund balance which has been
appropriated in the 2007-2008 budget ordinance.

Designated for Law Enforcement Special Separation Allowance — portion of total fund balance,
which has been designated for the actuarially determined un-funded portion of the law enforcement

olficers’ special separation allowance.

Undesignated - portion of total [und balance for appropriation, which is uncommitted at year-end.

[NOTE 2 - DEPOSITS AND INVESTMENTS . = — ——

All deposits of the City and the ABC Board are either insured or collateralized by using onc of
two methods. Under the Dedicated Method, all deposits thal exceed the federal depository
insurance coverage level are collateralized with securities held by the City’s or the ABC Board’s
agents in these units’ names. Under the Pooling Method, which is a collateral pool, all uninsured
deposits are collateralized with securitics held by the State Treasurer’s agent in the name of the
State Treasurcr. Since the State Treasurer is acting in a fiduciary capacity for the City and the
ABC Board, these deposits are considered to be held by the City’s and the ABC Board’s agents
in their names. The amount ol the pledged collateral is based on an approved averaging method
for non-interest bearing deposits and the actual current balance for interest-bearing deposits.
Depaositories using the Pooling Method report to the State Treasurer the adequacy of their pooled
collateral covering uninsured deposits. The State Treasurer does not confirm this information
with the City, the ABC Board, or the escrow agent. Because of the inability to measure the exact
amounts of collateral pledged for the City and the ABC Board under the Pooling Method, the
potential exists for under-collateralization, and this risk may increase in peniods of high cash
flows, Ilowever, the State Treasurer of North Carclina enforces strict standards of financial
stability for each depository that collateralizes public deposits under the Pooling Method. The
City and the ABC Board have no policy regarding custodial credit risk for deposits.

At June 30, 2007, the City’s deposits had a carrying amount of $16,321,692 and a bank balance
of $18,203,116. Of the bank balance, $17,703,116 was covered by collateral held under the
Pooling Method and $500,000 was covered by federal depository insurance. The City also had
$35,750 in petty cash at year-end. The earrying amount for the ABC Board was $2,131,650 and a
bank balance of $2,465,206. Of the bank balance, $2,165.206 was covered by collateral held
under the Pooling Method and $300,000 was covered by Federal depository insurance.

The calculation of realized gains is independent of the calculation of the net increase/decrease in
the fair value of investments that have been held in more than one fiscal year and sold in the
current may have been recognized as an increase or decrease in the fair value of investments,
reported in the prior year. The net increase in fair value during 2007 for the City was
$263,421,This amount takes into account all changes in fair value (including purchases, sales and
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maturitics) that occurred during the year. The unrealized gain on investments held at year end
was $343,863.

As of June 30, 2007 the City had the following investments and maturities:

6-12
Investment Type Fair Value  0-6 Months Months 1-3 Years 3+ years

US Government Securities $11,432,299 5 4,487,280 % 4045260 % 988,750 3§ 1,000,000
U5 Government Agencies 34,537,709 6,951,540 8,1689.870 6,184,997 13,161,202
Caommercial Paper 15,406,230 9,433,825 5,872 805 - -
MNC Cap Mgt Trust-Cash _

Portfolio 5,346,026 5,346,026 - = -
Escrow Monegy Markets 1,845,392 1,845,392 - - -
MC Cap Mgt Trust-Term

Portfolio 2,329,202 2,329,202 = - =
NC State Ed Asst Authority 2,000,000 =i = - 2,000,000
Total 572 896,858° $30,433.074 $19,108,835 §7.193,747 - $16,161,202

*Because the NC Capital Management Trust Term Portfolio had a weighted average maturity of 0.9 vears, it was
presented as an investment with a maturity of 6-12 months.

Interest Rate Risk. As a means of limiting ils exposure to fair value losses arising from rising
interest rates, the City's investment policy requires purchases of securities to be laddered with
staggered maturity dates and limits all securities to a final maturity of no more than six years.

Credit Risk. The City will minimize credit risk by limiting investments to the safest type of
securities, by pre-qualifying all with whom the City will do business and by diversifving the
portfolio. State law limits investments in commercial paper to the top rating issued by nationally
recognized statistical rating organizations (NRSROs). As of June 30, 2007, the City's
investments in commercial paper were rated P1 by Standard & Poor’s, and Al by Moody's
Investors Service. The City’s investments in US Agencies (Federal Home Loan Bank) are rated
AAA by Standard & Poor’s and Aaa by Moody’s Investors Service, The City’s investments in
the NC Capital Management Trust Cash Portfolio carried a credit rating of AAAm by Standard
& Poor’s as of June 30, 2007. The City's investment in the NC Capital Management Trust Term
Portfolio 1s unrated. The Term Portfolio is authorized to invest in obligations of the US
government and agencies, obligations of the State of North Carolina, bonds and notes of North
Carolina local governments/public authorities and in high grade money market instruments as
permitted under North Carolina G.S. 159-30 as amended.

Custodial Credit Risk. For an investment, custodial credit risk is the risk that in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments or
collateral securities that are in the possession ol an outside party. The City’s investments are
insured or registered or held by the City or its agent in the City’s name. The City has no policy
on custodial risk.
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Concentration of Credit Risk. The City does not limit the amount of investment in any one
issuer. More than 5% of the City’s total investments are in Federal Home Loan Bank securities,
representing 35% of the total investments and Federal National Mortgage Association securities,
representing 29% of the total investments.

[NOTE 3 - RECEIVABLES AND UNEARNED ASSETS ' )

Receivables as of year-end for the City’s fund financials and government-wide totals, including
the applicable allowances for uncollectible accounts, are as follows:

General Non-major Gov't Gov't Business-Type
Fund Funds Activities Activities

Customers $ - - 5 - § 5728634
Property Taxes 963,500 - 963,500 -
Due From Other
Governments 3,864,621 50,270 3,914,891 2,456,184
Accounts
Receivable 1,018,378 325,620 1,343,998 930,207
Loans Receivable - 6,087,892 6,087,892 -
Less: Allowance (781,587) - (781,587) (157,0635)
Receivables (Net) $ 5064012 $ 6,463,782 $ 11,528,694 §$ 8,957,960

In conformity with accounting principles generally accepted in the United States of America,
revenues that are measurable but not available are reported as unearned revenues in the fund
statements. In addition, revenues collected in advance of the fiscal year to which they apply are
reported as unearmed assets.

At the June 30, 2007, the various components of deferred/unearned revenues were as follows:

General Non-major Gov't Accrual Gov't Business-Type
Fund Funds Adjustments  Activities Activities

Property Taxes § 216,510 § - § (216,510) § - 3 -
Prepaid Taxes 238,131 - - 238,131
Loans - 1,154,173 (1,154,173) - -
Grants - 2,732,614  (2,732,614) ; 3
Other - - - - 244,767
Total $ 454641 % 3,886,787 $ (4,103,297) $238,131 § 244,767
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[NOTE 4 —CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2007 was as follows:

Beginning Transter In Ending
Balances Additions Betirements (Dut) Balances
Governmental Activities:
Capital assets,
Mon-depreciable:
Land 27321138 % 333015 % (318200) ¥ 27,335953
Construction in Progress 12.266,712 6478522 (3,838,777) 14,906,457
Total Capital Assets,
Mon-depreciable 19,587,850 6,811,537 (4.136.977) - 42,242,410
Capital Aszets,
Depreciable:
Building &
Improvements 43,008,905 397256 (116,820) 45,379,341
Machinery &
Equipment 28,420,969 4,299,603 (1,747,769) 102,235 31,075,038
Infrasmucture 204,736,311 212,195 - - 204,948,506
Total Capital Assets,
Depreciable 278,256,185 4,909,054 (1,864,589) 102,235 281,402,883
Less Accumulated
Depreciation For:
Buildings &
Improvements 14,700,116 1,680,851 (76,215) - 16,305,732
Machinery &
Equipment 17,554,335 2,523,081 (1,333,816) 102,235 18,845,835
Infrastructurs 58,098,829 Q407,490 - - 98,106,319
Total Accumulated
Depreciation 120,954,280 13,611,422 (1,410,031) 102,235 133,257,906
Total capital assels
being depreciated, net 157,301,905 148,144,879
Governmental Activities
Capital Assets, Net 196,889,755 % 190387389
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Beginning Transfers Ending
Balances Additions Retirements In (Ot} Balances
Buginess-Type Activities:
Capital Assets,
Mon-depreciable:
Land 10,271,738 % - 5 - 5 - 5§ 10,271,758
Construction in Progress 4,539,708 4.440.640 (1,212,646) - 7787702
Total Capital Asseis,
Non-depreciable 14,831,466 4 440 640 {1,212,646) 18,059,460
Depreciable:
Building &
Improvements 80,560,800 43,732 - - 80,604,532
Machinery &
Equipment 14,432,930 2,509,534 (263,959) (102,235) 16,576,270
Infrastructure 109,208,525 3,521,438 (184,004) X 112,545,959
Total Capital Assets,
Depreciable 204,202,255 6,074,704 (447 963) (102,235) 209,726,761
Less Accumulated
Depreciation For:
Buildings &
Improvements 26,805,712 2,059.679 - - 28,865,391
Machinery &
Equipment 11,244 934 927,101 (263,959 (102.235) 11,805,841
Infrasimcture 37281 636 2,548,086 - - 39,829,722
Total Accumulated
Depreciation 75,332,282 5,534,866 {263,959} (102,235) 20,500,954
Total capital assets
being depreciated, net 128,869,973 129,225 807
Business-Type Activities
Capital Assets, Net § 143,701,439 i 147285267

CITY OF ASHEVILLE
NOTES TO BASIC FINANCIAL STATEMENTS

During the year the City recorded capital contributions in the amount of $1,973,228 which
represents the value of water lines turned over to the City for operation from completed housing

developments.
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Depreciation expenses were charged to functions of the City as follows:

Governmental Activitics:

General Governmental ' 3 964,067
Public Safety 1,822,223
Highways & Streets 9.805,821
Cultural & Recreational 1.019.311
Total depreciation expense-Governmental Activities 5 13,611,422

Business-type Activitics:

Water Resources $ 4229696
Non-major Enterprise Funds _ 1,305,170
Total depreciation expense-Business-type Activities § 5,534,866

The City has numerous active censtruction projects as of June 30, 2007, These projects include
new street construction, widening and improvements of existing streets, new parks and related
facilities, fire stations, fire trucks and pumpers, water system improvements and new
construction, water planl expansions and other City facilities and equipment. The amount the
City was contractually committed to spend at June 30, 2007 was $6,089,247 and $5,001.429 for
governmental activities and business-type activities, respectively.
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[NOTE 5 INTERFUND RECEIVABLES, PAVABLES AND TRANSFERS

The composition of interfund balances as of June 30, 2007 is as follows:

Receivable Fund Payable Fund Amounl
General Community Development b 20,909
Affordable Home 50,424
Festival Fund [,143,478
Transit Fund B 1364720
Total § 2.579.53

The outstanding balances between funds result mainly from the time lag between the dates that
(1) interfund goods and services are provided or reimbursable expenditures oceur,
{2) transactions are recorded In the accounling system and (3) payvments between funds are made.

The amounts payable to the General Fund relate to working capital loans made to the funds listed

above.
Due to primary government and operating unit

Receivable entity Pavable Entity Amounl
Primary Government Component unit-ABC Board 5 266,904

The amount payable to the general fund is a result of timing of [unds due.

Interfund transfers:

Transfers In

General Mon-Major Non-Major
Transfer Out Fund Governmental __Enterprise Total
General Fund $ = 5 4,010,796 F 2,404,936 56,415,732
MNon-Major
Governmental - 114,358 - 114,358
Non-Major
Enterprise = 88,000 248116 336,116
Total b - 5§ 47213154 $ 2,653,052 $ 6,866,206

Transfers are used to move unrestricted general fund reserves Lo [nimce various programs that
the government must account for in other funds in accordance with budgetary authorizations,
including amounts provided as subsidies or matching funds for various programs.
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[NOTE 6 - LONG TERM OBLIGATIONS

A, Installment Financing Contracts. The City has entered into various installment financing
contracts with the Asheville Public Financing Corporation, a blended component unit, for
renovation and construction of municipal facilitics. These contracts were funded by the
execution and delivery of Cerlificates of Participation and certain lease contracts. The

outstanding contracts at June 30, 2007 arc as follows:

Amount of Balance
Interest Date Date Series Origimal Outstanding
Rates Issued Matures Issue June 30, 2007
Governmental Activities:
Municipal Building Scrics 1997-A  4.060-5.13 11/1/1997 6/1/2018 14045000 § 9,315,000
Refunding Series 1997-B 4.00-5.00 11/1/1997 6/1/2011 3,480,000 1,345,000
Fire Stations & Equip. Series 2006 392 6/28/2006 6/28/2021 5,030,300 7,195,444
Total Governmental 18,055,444
DBusiness-type Aclivilics:

Parking Services Series 1992 3.00-5.50 2/15/1992 2/1/2008 5,385,000 370,000
Stormwater Series 2006 39z G/28/2006 G/28/2011 215,000 172,000
Total Business-type Activities 742,000
Total Installment Financing T
Contracts § 18797444

Annual debt service requirements to maturity for Installment Financing Contracts for the
governmental activities and for Business-type activities, are as follows:

Fiscal Year Governmental Activities Business type Activities
Ending June 30 Principal Interest Principal Interest

2008 B 1.B50,753 £ 830,791 LS 613,000 5 43,654
2009 1,895,753 748,362 43,000 4,954
2010 1,950,753 663,334 43 000 3,302
2011 2,005,753 375,185 43,000 1.652
2012 1,180,153 483,698 - -

2013-2017 6,555,766 1,539,126 - -

20182021 2,616,513 206,074 - -
Total £ 18.055444 § 5046570 B 742,000 5 33,582
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B. Installment Purchase Contracts.

The City has entered into installment purchase contracts

with various agencies for the purchase of assorted assets. These obligations are considered a
limited obligation of the City and are secured by the assets themselves.

Balance
Inlerest Diatc Date Scrics Amount of Chatstanding ul
Rates Issued Mature Original Issue June 30, 2007
Trucks and cans 5.12% 127971999 T2 009 5 359,230 % 38,763
Fire Trucks 3.06 LL2952002 L1/15/2012 1546508 850,469
Radio equipment 2.64 1/28/2003 LT/ 2008 309,750 65,249
Trucks and carts 2.33 42004 43002009 741,377 6,329

Total Installment Purchase Contracts

Annual maturities on all installment purchase contracts lor the governmental activities, are as

follows:
Fiscal Year Governmental Activities
Endimg June 30 Principal Interest
2008 3 303,978 b 35177
2009 333 488 24399
2010 166,964 15,694
2011 154,631 10,646
2012 154 630 5915
2013 77,319 1,182
Total $ 1,281,010 b 93013

C. General Obligations Bonds. The City has issued general obligation bonds to provide funds
for the acquisition and construction ol major capital facilities related to both general and
proprietary activilies. All general obligation bonds are backed by the full faith, credit and
taxing power of the City. Principal and interest requirements are appropriated when due.
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General obligation bonds outstanding at June 30, 2007 are as follows:

Government Activities;

Street, sidewalk & storm
drainage, Series 1993A

Street, sidewalk & storm
drainage, Series 19938

General obligation refunding
bonds, Series 1993C

General obligation refunding
bonds, Series 1999

General obligation refunding
bonds, Series 2000

Total government activities

Business-type Activities
Water - 1953
Water - 1999

Total Business-type Activities

Total General Obligation Bonds

Pramium on bonds

Total General Obligation Bonds
and Premium on bonds

Annual debt service requirements to maturity for gencral obligation bonds are as follows:

Date Amount of Balance
Interest Date Series Origmal Outstanding at
Rates Issued Matures Tssue Tune 30,2007
5.50-5.25% Ti1/1993 2/1/2m3 5 1L300,000 3 320,000
5.00-525 T1/1993 2412013 500,000 215,000
4,00-4.80 711993 6/1/2008 10,305,000 Ta0, 00
4.00-4.20 219/ 1999 6/1/2012 4 952,360 1,590,695
4.75-5.00 12/1/2000 127142020 1,970,000 1,370,000
4,453,696
5.40-6.40) 6/1/1995 6/1/2011 3,000,000 1,200,000
4.00-4.20 21999 6/1/2012 12,217,640 3.924 305
5.124 305
9,580,000
16,051
b

Fizcal Year Crovernmental Activitics Business type Activities
Ending June 300 Principal Interest Pringipal Interest

2008 £ 1471101 b 203,908 £ 1,373,899 b 219470
2009 708,006 136,935 1,348,995 163,015
2010 626,593 106,594 1,403,407 107,554
2011 422,480 78,804 537,320 46,191
2012 269,516 39,145 60,484 2,540

2013-2017 390,000 159,675 - =

2018-202] 370,000 34,750 = -
Total § 445569 5 779,811 § 3,124,303 5 338,770
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CITY OF ASHEVILLE
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June 30, 2007

Revenue Bonds/Advance Refunding. The City has advance refunded $42,960,000 in
Water Revenue Bonds, Series 1996 and 2001 by placing the proceeds of new bonds (Series
2005) in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, neither the trust account assets nor the liabilities for the defeased bonds are
included in the City’s financial statements. In August 2006, a payment of $30,801,533
effectively retired the Series 1996 debt. As of June 30, 2007, the outstanding balance of the
defeased 2001 issue was §11,535,000,

Annual debt service requirements to maturity for Series 2005 revenue bonds are as follows:

Fiscal Year
Ending
June 30 Principal Interest Total
2008 $ 1435000 § 1,864,348 $ 3,299,348
2009 1,480,000 1,815,488 3,295,488
2010 1,535,000 1,762,725 3.297,725
2011 1,580,000 1,708,212 3,288,212
2012 1.640.000 1,647,762 3,287,762
2013-2017 9,310,000 7,072,481 16,382,481
2018-2022 11,820,000 4,479,750 16,299,750
2023-2026 11,780,000 1,213,750 12,993,750
Total $ 40,580,000 § 21,564,516 $ 62,144,516

State Water Bond Loan. In 1998, the City received a $3,000,000 loan from the North
Carolina Department of Environment, Health and Natural Resources for capital construction
to the water system. The loan bears interest at 5.3 percent and is pavable in equal annual
amounts of $150,000 over the next 20 years. The outstanding balance at June 30, 2007 was
$1,500,000.

F. Due to Other Governmental Units. The City also owes $1,060,000 on outstanding “Section

G.

108" loans.

Estimated Claims Incurred But Not Reported. The City is self-insured for workers
compensation, fringe benefits and certain general liability and casualty risks. The City’s
Third Party Administrators have estimated the City's liability for claims incurred but not
reported as of June 30, 2007. The current year estimate was within $10,000 of the prior year
estimale; therefore, the liability was not adjusted.
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H. Changes in Long Term Liabilities

Beginning Ending Due Within
Balances Additions Retirements Balances One Year
Governmental Activitics
General Obligation Bonds £ 6037187 8§ £ 1abhi4m £ 4455696 % 14711
Installment
Financing Coniracts 19,855,300 1,799 856 18,053,444 1,830,753
Installment
Purchase Contracts 2,061,195 TRO184 1,281,010 393,978
Capital Leases 23,696 23,696 - -
Due Ta Other
Governments 1,230,000 170,000 1,060,000 173,000
Accrued Vacation Payable 3,603,037 2.138 366 2,164,959 3.576.404 2,508,890
Cstimated Claims Incurred
But Mot Reporied 2,961,696 8,200 427 8209 427 2,961,600 612,886
Unfimded Pension
Obiigations 793,263 81,842 875,105 -
Total Governmental
Activities § 36585375 gip4z9635 5 14749633 § 32265355 § 7012608

Accrued payable and unfunded pension obligations have typically been liquidated by the general
fund. Payment to Metropolitan Sanitary District of $33,226 has been included in debt principal

payments.

Business-Type Activities

General Obligation Bonds
Revenus Bonds

Installment Financing Contracis
State Water Bond Loan
Acerued Vaeation Payable
Unamortized Bond Proceeds

Total Business-Type Activities

Ending

Beginning Diue Within
Balances Additions Retirements Balances One Year
$ 6412814 % - 5 1,28BA00 5 5124305 81,373,899
41,800,000 - 1,220,000 40,580,000 1,435,000

1,320,000 - 378,000 742,000 613,000
1,650,000 - 130,000 1,500,000 150,000
421,196 324166 204139 541223 541,223
1,666,739 - 88,759 1,577,930 -
$53,270,749 § 324166 $ 3529407 § 50065508 $4,113,122

DEBT MARGIN. The City is subject to the Local Government Bond Act of North Carolina,

which limits the amount of net bonded debt the City may have outstanding to 8 percent of the
appraised value of property subjeet to taxation. At June 30, 2007, such statutory limit for the
City was $782,581,680 providing a legal debt margin of $770,135,787.
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INOTE 7 - ACCOUNTS PAYABLE AND OTHER ACCRUED LIABILITIES

Accounis payable and other accrued liabilities at year-end consisted of the following:

Non-major
General Governmental Governmental  Business-Type
Fund Funds Activities Activities

Due to vendors 3 758,888 3§ 204012 § 1,052900 $ 1,174,967
Due to other

Governments 2,982 - 2,982 2,656,780
Salaries and Benefits 2,047,591 19,809 2,067,400 303,580
Total $ 2,809461 $ 313,821 $ 3,123282 $  4,135327

INOTE 8 —RISK MANAGEMENT e et T

The City of Asheville, by nature of its various operations, is exposed to numerous risks of loss
related to torts; theft of, damage to, and destruction of assets; errors and omissions on behalf of
employees, elected officials, public officials, and appointed members of boards and
commissions; injuries to employees; and a variety of losses stemming from natural disasters and
perils.

The City has determined that it is in its best interest to establish a self-insurance program for
certain general liability and casualty risks, fringe benefits and its workers' compensation
obligations. Revenues and expenses for this program are recorded in the Risk and Benefits
Management Fund Division of the General Fund.

For all of its self-insured retention programs, the City retains the services of outside third party
administrators for the professional management and adjustment of claims.

The City is further protected by the placement of a $15,000,000 excess-only liability program
across the liability lines under the contract. The City also insures its real and personal property
holdings, including its dams, for a total of $240,000,000 in assets. Coverages include sub-limits
for flood and earthquake. Because the City is in an area of the State that has been mapped and
designated an “A” area (an area close to a river, lake or stream) by the Federal Emergency
Management Agency, the City is eligible to purchase flood insurance through the National Flood
Insurance Plan (NFIP). However, due to its self-insurance coverage, the City chooses not to
participate in the NFIP at this time.
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The City of Asheville is also sell-insured as provided under North Carolina General Statutes for
Workers Compensation and Employer Liability. The City retains out-of-pocket losses for
$350.000 on specific claims and an aggregate loss fund of $3,600.000 over-a three-year period.

The City carries a $3,000,000 specific and aggregate excess over these deductibles, with the
aggregate excess allachment al 75 percent of the aggregate loss fund, over a three-year period.

The employee medical benefits program is funded through the City of Asheville Employee
Health and Benefits Trust. The Trust is funded by both emplovee and employer contributions.
Fringe benefits paid through this trust include group health, dental and some life insurance. The
group health plan operates with a specific stop loss of $95,000 and an aggregate stop loss ol 125
percent of the estimated loss fund.

Settlement of claims in all classes of hability except the City’s group health program has not
exceeded the City's limits of retention in any of the past twelve years. The group health
program, on an annual basis, has up to six cases that exceed specific stop loss and therefore
recovers excess losses an average of ten times per year over the past ten years. Recoveries under
stop loss coverage are regularly forwarded to the Health Benefits Trust Account. The City of
Asheville has never exceeded an aggregate stop loss attachment for its group medical program
for any year.

The following is a summary of changes in claims liability at June 3(:;

2007 2006
Beginning Balance $ 2,961,696 h) 2,139,090
Plus incurred claims
& changes in estimates 8,200,427 6,296,785
Less claim payments (8,209.427) _(5,474,179)
Ending balance 3 2,961,696 5 2,961,696

The ABC Board is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions: injuries to employees; and natural disasters. The
ABC Board has commercial property, general hability, auto liability, workers' compensation and
employee health coverage. The ABC Board also has liquor legal liability coverage.
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[NOTE 9- PENSIONS PLAN OBLIGATIONS = —  —

Employec Retirement Systems
A. North Carolina Local Governmental Employees' Retirement System.

Plun Description. The City of Asheville and the ABC Board contribute to the statewide Local
Governmental Employeces' Retirement System (LGERS), a cost-sharing multiple-employer
defined benefit pension plan administered by the State of North Carolina. LGERS provides
retirement and disability benefits to plan members and beneliciaries. Article 3 of G.S. Chapter
128 assigns the authority to establish and amend benefit provisions to the North Carolina General
Assembly. The Local Governmental Employees’ Retirement System is included in the
Comprehensive Annual inancial Report (CAFR) for the State of North Carolina. The State's
CAFR includes financial statements and required supplementary information for LGERS. That
report may be obtained by writing to the Office of the State Controller, 1410 Mail Service
Center, Raleigh, North Carolina 27699-1410, or by calling (919) 981-3454.

Funding Policy. Plan members are required to contribute six percent ol their annual covered
salary, The City and the ABC Board arc required to contribute at an actuarially determined rate.
For the City, the current rate for employees not engaged in law enforcement and for law
enforcement officers is 4.80 percent and 4.78 percent, respectively, of annual covered payroll.

For the ABC Board, the current rate for employees not engaged in law enforcement and for law
enforcement is 4.92 percent and 4.78 percent, respectively, of annual covered payroll.

The contribution requirements of members and of the City of Asheville and the ABC Board are
established and may be amended by the North Carolina General Assembly. The City's
contributions to LGERS for the years ended June 30, 2007, 2006, and 2005 were $1,917,757,
$1,780,170 and $1.694,191 respectively.

The ABC Board's contributions to LGERS for the years ended June 30, 2007, 2006, and 2005
were $89,203, $93.099 and $95,081, respectively. The contributions made by the City and the
ABC Board equaled the required contributions for each year.

In order to meet its statutory obligations for a death benefit under NCLGERS, the City of
Asheville opts to provide a death benefit through a group term life insurance program, which is
provided on a non-contributory basis to all members of the retirement system after 30 days ol
employment. The benefit pays the designated benefliciary an amount equal to one time the
annual salary based on rate of pay at the time of death, The plan also provides an accidental
death and dismemberment feature of two time’s annual salary in the event of death by a covered
member.
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B. Law Enforcement Officers Special Separation Allowance
1. Deseription

The City and the ABC Board administer a public employee retirement system (the "Separation
Allowance"), a single-employer defined benefit pension plan that provides retirement benefits to
the City's qualified sworn law enforcement officers. The Separation Allowance is equal to .85
percent of the annual equivalent of the base rate of compensation most recently applicable to the
officer [or each year of creditable service. The retirement benefits are not subject to any
increases in salary or retirement allowances that may be authorized by the General Assembly.
Article 12D of G.S, Chapter 143 assigns the anthority to cstablish and amend benefit provisions
to the North Carolina General Assembly. Separate Financial Statements arc not issued for the
Plan.

All full-time law enforcement officers of the City and the ABC Board are covered by the
Separation’ Allowance. At December 31, 2006, the Separation Allowance's membership
consisted of:

City ABC Board

Retirees receiving benelits 16 -
Active plan members 184 2
Total 200 3

2. Summary of Significant Accounting Policies

Basis of Accounting. The City and the ABC Board have chosen to fund the Separation
Allowance on a pay as you go basis. For the City, pension expenditures are made from the
General Fund, which is maintained on the modified accrual basis of accounting. The financial
statements of the ABC Board are prepared using the accrual basis of accounting. Benefits are
recognized as expenses when due and payable in accordance with the terms of the plan.
Administrative expenses are recognized when incurred.

Method Used to Value Invesiments. No funds are set aside to pay benefits and administration
costs. These expenditures are paid as they come due.

3. Contributions

The City is required by Article 12D of G.S. Chapter 143 to provide these retirement benefits and
has chosen to fund the benefit payments on a pay as you go basis through appropriations made in
the General Fund operating budget. The City and ABC Board’s obligation to contribute to this
plan is established and may be amended by the North Carolina General Assembly. There were
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no contributions made by employees of the City or the ABC Board. The ABC Board is required
by Article 12D of G.S. Chapter 143 to provide these retirement benefits and has chosen to pay
benefits and administration costs on a pay-as-you-go basis. For the current year the ABC Board
was not required to pay any benefits. The ABC Board has chosen not to have an actuarial study
performed because the liability is considered to be immaterial.

The annual required contribution for the current year was determined as part of the December 31,
2006 actuarial valuation using the projected unit credit actuarial cost method. The actuarial
assumplions included (a) 7.25 percent investment rate of return (net of admimistrative expenses);
(b) projected salary increases of 4.5 to 12.3 percent per year and (¢) level dollar closed
amortization period with 24 years remaining. Both (a) and (b) included an inflation component
of 3.75 percent. The assumptions did not include post-retirement benefit increases.

Annual Pension Cost and Nef Pension Obligation. The Cily's annual pension cost and net
pension obligation to the Separation Allowance for the current year were as [ollows:

Annual required contribution 5 324,789

Interest on net pension obligation 57,312
Adjustment to annnal required contribution (46,712)
Annual pension cost 335,589
Contributions made 253,747
Increase in net pension obligation 81,842
Met pension obligation beginning of yvear 793,263
Met pension obligation end of year $ 875.105

Three-Year Trend Information:

Fiscal Annual Pension Percentage of Net Pension
Year Ended Cost (APC) _APC Contributed Obligation
6/30/2005 $ 301,119 67.26% § 701,302
6/30/2006 341,109 73.04 793,263
6/30/2007 335,589 75.61 875,105
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C. Law Enforcement Officers Supplemental Retirement Income Plan and Special Separation
Allowance

401(k) Retirement Plan

The City and the ABC Board contribute to the Supplemental Retirement Income Plan (Plan), a
section 401(k) defined contribution pension plan administered by the Department of State
Treasurer and a Board of Trustees. The Plan provides retirement benefits to law enlorcement
officers employed by the City and the ABC Board. Article 5 of G.S. Chapter 135 assigns the
authority to cstablish and amend benefits provisions to the North Carolina Assembly,

Funding Policy: Articlel2E of G.S. Chapter 143 requires the City and the ABC Board to
contribute each month an amount equal to five percent of each officer’s salary and all amounts
collected are vested immediately. In addition to the required contribution for law enforcement
officers, the City makes a monthly contribution equal to four percent of non-police employees’
salary. Also, law enforcement officers and non-police employees of the City may make

voluntary contributions to the Plan. ?

The City contribution for law enforcement officers for the year ended June 30, 2007 was
$405,936 and the officers’ voluntary contributions were approximately $144,660. The City’s
contribution for non-police personnel was $1,593,479 with the voluntary contributions of
approximately $896,058. The ABC Board’s required contribution was $3,143.

D. Other Post-employment Benefits

The City’s retirees can continue their health insurance coverage at the City’s group rates until
age 65. The City does not contribute to retirees’ coverage.

| NOTE 10 - COMMITMENTS AND CONTINGENT LIABILITES |

A. Grant Revenues - The City receives amounts from federal, state, and local government
agencies in the form of grants. The disbursement of funds under these programs is subject to
audit in accordance with the Office o Management and Budget Circular A-133 Audir of States,
Local Governments, and Non-Profit Organizations and the State Single Audit Implementation
Act. The City expects the amount, if any, of expenditures that may be disallowed by the granting
agencies as a result of these audits to be immaterial.

B. Claims and Litigation - The Cily is a defendant in other various lawsuits. Although the
outcome of these lawsuits is not presently determinable, it is the opinion of the City’s attorney
and management that the resolution of these matters will not have a material adverse efTect on
the financial condition of the City.
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C. Limited Obligation Agreements — On June 1, 1991, the City entered into an installment
purchase contract with Asheville-Buncombe Development Corporation (ABDC) for the purpose
of financing municipal facilities construction projects. As of January 1, 1992, all ABDC rights
and obligations under that contract were assigned to Asheville Public Financing Corporation
(APFC). Eflective November 1, 1997, the City exceuted Amendment Number One to the
Installment Purchase Contract, with APFC, to provide conduit funding of the construction of a
high tech flex building by Biltmore Farms and the renovation of the Grove Arcade as a public
market place by the Grove Arcade Public Market Foundation. The contract was funded by the
cxceution and delivery of $5,515,000 of Taxable Certificates of Participation, Series 1997C. The
Certilicates bear interest al vanable rates as determined monthly (monthly interest rate is equal to
the one-month LIBOR published in the Wall Strect Journal the first business day of each month,
rounded up to the nearest 1/16" plus 59 basis points) with various maturity dates through the
fiscal year ended June 30, 2018. The average interest rate from the date ol initial execution and
delivery through June 30, 2007 was 5.80 percent. The total amount of the certificates will be
reimbursed to the City by the above organizations. The total amount of the certificates
oulstanding and amount owed the City at Junc 30, 2007 was $1.960,000 and $286.826.
respectively,

The Contract does not dircetly or indirectly or contingentlv obligate the City to make any
payments beyond those appropriated in the year in which this contract is in effect.

D. Water Agreement — In late June 2005, the North Carolina General Assembly enacted two
local acts that had a direct impact on the City’s operation of the Water System (NC Session Laws
2005-139 and 140; also known as Sullivan Acts 2 and 3). The provisions thereol require that: (a)
the City provide water to users in the County, (b) rates for water customers in the County not
exceed the rates for comparable customers in the City, (¢)revenues of the Water System available
after payment of expenses not be transferred for any City purposc not related to the Water
System and (d) water line extensions arc required if capacity exists. In August 2005, The City
filed suit against the State alleging that the 2005 local acts along with the original 1933 Sullivan
Act arc unconstitutional as local acts (1) regulating trade, (2) relating to health and sanitation and
(3) because they treat the City ol Asheville unfairly with respect to how it can operate the water
gystem. The County mtervened in the suit and in January, 2007, the Wake County Superior
Court heard arguments and found for the State and the County. The City has an appeal pending
in the North Carclina Court of Appeals.

E. Lease Management — In 2007, the City entered into a lease with the Trust for Public Land
(the Trust) for use of park [acilities. The agreement calls for the City to annually appropriate
$1,360,877, $899,606 and $339,457 during fiscal years cnding 2008, 2009 and 2010,
respectively. The Trust is committed to use “reasonable effort™ to raisc funds to meet the City’s
obligation so that the City will only be required to pay the dillerence between the base rent and
the actual amount raised by the Trust.
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| NOTE 11— DEFICIT FUND BALANCES/NET ASSETS

Liabilities exceeded assets, which created negative fund balances/net assets at year-end in the
following funds:

Governmental Funds:

Affordable Home Ownership $ (37.841)
Proprietary Funds:

Festivals £ (1,392,958)

The deficit in the Affordable Home Ownership fund is caused by timing differences and is
expected to be reduced by receipt and recording of grant and loan funds.

The deficit in the Festivals fund is expected to be reduced by more in depth management review
and additional controls implemented over spending.

| NOTE 12— SPECIAL ITEM _ . S =F |

In 1994 the Asheville Claims Corporation issued $10 million in certificates of participation to
help fund the City’s self~insurance program for workers’ compensation claims. All rights, title
and interest were assigned to a bank trustee. All the certificates have matured and the City
elected to transfer the residual funds in the amount of $5,044,004 from the bank trustee back to
the City’s newly created internal service fund which is discussed in Note 1 E. The transaction is
accounted for as a special item because the nature of the transaction is non-routine and non-
recurring but, it is within the City’s control.
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Required Supplementary
Iaformation

This section consists of the following additional information required by Accounting Principles
Generally Accepted in the United States of America:

e Analysis of Funding Progress for Law Enforcement Officers' Special Separation Allowance

e Schedule of Employer Required Contributions for Law Enforcement Officers’ Special
Separation Allowance



CITY OF ASHEVILLE
LAW ENFORCEMENT OFFICERS' SPECIAL SEPARATION ALLOWANCE
REGUIRED SUPPLEMENTARY INFORMA TION
SCHEDULE OF FUNDING PROGRESS

Jume 30, 2007
Actuarial
Acerued UAAL asa
Actuarial  Liability (AAL) Percentage
Valueof  Projected Unit  Percentage  Unfinded AAL.  Annual Covered  of Covered
Calendar Year Assats Credit Funded (LIAAL)Y Payroll Payroll
1997 - $  1,101.752 - $ 1,101,752 £ 5142723 2142 %
1998 - 1,222,712 - 1222712 5,587,191 21.88
1559 - 1,340.442 - 1,340,442 5,769,142 3323
2000 - 2116078 - 2.116,076 5,832,782 36.23
2001 - 2,240,213 - 2240213 6,002,758 3728
2002 - 2,475,840 - 2,475,940 6,014,682 41.16
2003 - 2739109 - 3,150,445 6,482,367 42.25
2004 - 3,150,445 - 3,150,445 6,977,643 45.15
2005 - 3,213,921 - 3,213,921 7,097,123 4528
2006 - 3,500,082 - 3,500,082 8.097.773 4322
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CITY OF ASHEVILLE
LAW ENFORCEMENT OFFICERS' SPECIAL SEPARATION ALLOWANCE
REQUIRED SUFPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER REQUIRED CONTRIBUTIONS

Jume 30, 2007
ANNUAL ACTUAL
FISCAL YEAR ENDED REQUIRED AMOUNT PERCENTAGE
JUNE 30 CONTRIBUTION CONTRIBUTED CONTRIBUTED
1999 i 157,698 g 59,371 37.65 %
2000 178,158 48,299 2711
2001 193365 63,706 33.98
2002 228773 104,530 45,69
2003 243,061 136,589 36.20
2004 259805 155,762 39.95
2005 291,233 202534 649.54
2006 330,544 249 148 75.38
2007 324,789 253,747 78.13
Estimated 2008 351,548

Moles to the above schedule:

The mformation presented in the required supplementary schedules was determined ss part of the actuarial
valuations at the dates indicated. Additional information as of the dates actuarial valuation follows.

Valuation Date 12/31/2006
Actuarial cost method Projected unit credit
Amortization method Level dollar closed
Remaining smorlization period 24 Years
Aszet valuation method Market valus
Actuarial assumptions:

Investmen! rate of return T:25%
Projected salary increases 4.5% to 12.3%
Includes inflation at 375%
Cost of living adjustments None
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Non-major Governmental Funds
Combining Statements and Schedules

Non-major governmental funds are combined and presented in the aggregate as “non-major
governmental funds” in the basic financial statements. The city’s non-major governmental
funds are as follows:

Special Reverue Funds:

Grant Programs — This fund is used to account for grant revenues and related
expenditures of various federal, state and local grants.

Community Development — This fund is used to account for Community
Development Block Grant (CDBG) expenditures and the related revenue received
from the U_S. Department of Housing and Urban Development.

Section 108 Rehabilitation — This fund is used to account for revenues,
expenditures and revolving loans by grants from the U. 8. Department of Housing
and Urban Development.

Affordable Home Ownership — This fund is used to account for HOME grant
expenditures and the related revenue received from the U.S. Department of Housing and
Urban Development. '

Housing Partnership — This fund is used to account for the expenditures and related
revenue designated by City Council for affordable housing.

Capital Projects Funds:

Federal Capital Projects — This fund is used to account for the acquisition or construction
of City assets under various federal grants.

General Capital Projects — This fund is used to account for the acquisition or
construction of City assets that are financed with local funds.

Street/Sidewalk Storm Drainage Improvements — This fund is used to account for the
construction of City infrastructure assets that are financed with local funds.

Sewer Capital Projects — This fund is used to account for the construction and
maintenance of sewer lines in the Metropolitan Sewerage District (MSD)

Permanent Fund:

Permanent Fund — This fund is used to account for funds received for the perpetual care
of the City’s cemetery.



ASSETS
Cash and investments
Reeocivables
Cash-restricicd
Tolnl assets

LIABILITIES
Agcounts payable & other accr. liah.
Fetainage pavable
Due to other funds
Deferred revenus
Total habilities

FUND BALANCES
Reserved for encumbrances
Reserved for housing parmcrship
Beserved by state stanste
Reserved for perpetual care
[Inreserved, undesignated
Tuotal fund balances

Total liabilitics and fund balances

CITY OF ASHEVILLE
COMBINING BALANCE SIIEET
NON-MAJOR GOVERNMENTAL FUNDS

JUTNE 34, 2007
Special Revenue
Alforduble
Cirant Community Section 108 Home Housing

Programs Development  Rehabilitation Ownership Pastnership

Total

£ 55502 0§ - 8 R - - 1453503 5 1519008
13,676 2,492,967 1,154,173 288,650 2227450 6,176,956

- . R71,334 . - 571,534

§ #9178 & 2492987 5§ 2025707 8 2J8E650 & 3600003 & 8567405
$  65R0B 5 7501 % - % 100m 8 B3 0§ B4202
. 20,500 - 50424 . 71,333

. 2464557 1,154,173 266,057 E 3,884,787

55,908 2492 967 1154173 326,401 [TH 4,040,322

- - ; - L462,620 1,462,620

3370 - 2 - 2,227,490 2,230,260

. 5 871,534 (37,841} : §33,603

3,370 - R71.534 (37,841} 3,600,110 4327173

§ 60078 S 2400067 & 2025707 % 288650 § 3600993 F 8557495
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Permanent

Cupital Projects Fund
Tederal Gieneral Street/Sidewalk Sewer Total Non-major
Capital Capital Capital Capital Perpetual Covernmental
Projects Frojecis Improvements Projects Total Cure Funds
- § 2741791 5 L3TEI0N0 £ 646,567 $ 4963558 § 5000 5 6287363
- 236,826 - - 286,828 - 6,463,782
- - 287,830 - 1139364

- 5 3028617 5 1375200 5 646567 5 5050384 § 202830 5 13910.709

B 1 S - % - 5 593§ v & 4,795
5 229,026 2 = 229,025 - 229,024
2 f : & - s 71333
. - 2000 - 2000 - 3,386,787
- 279,619 2.000 - 231,619 - 4271641
s 933,119 254,361 54 1,188.436 - 1,188,436
- - - - < - 1,462 620
- 286,826 3 : 286,826 . 2,517,686
: : 2 z ‘ 282,830 292 830
- 1,579,053 L115.:539 43,611 3343503 . 4,177,196
- 2.798.99% 1,373,200 6,567 4.813.763 292,830 038, THR

- 5 3028617 § 1375200 5 646387 £ 5050384 § 292830 5 13310.708
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COMBINING STATEMUENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NON-BATOR GOVERNMENTAL FUNDS
FOR THE YEAR ENDIEED JUNE 30, 2007

Special Revenug
Affordabic
Girant Community Section 108 Home Housing
Programs Devalopment Fehabalitalion Dhwaership Perinership Total
REVENITES
Hestricted intergovemmental 51,318,165 % 1.605 807 5 - 5 1,590419 ] - 5 4514391
Povale donations 7,730 = - - - 7,730
Trvestisenl eamings 26,425 - - - 24 249 674
Misccllaneous - 333,483 122978 43,673 - 0,136
Total revenues . 1,352,320 193¢ 300 122,978 1,634,052 24,249 5,072,931
EXPENDITITRES
Gencral movemment B = % = =
Public sufkty 883,156 - - - 283,156
Public works 3815 - - - - 3815
Human services - 1824934 50,760 1,671,933 23424 3,573,060
Plunning £36,240 - z : z 686,840
Enpineering T8 218 £ - - 746216
Culmurg and recreation Be431 - - - fn,431
Li=bt Service:
Principal - - L 70, ) - - 170,004
Total expendifures 2406 458 1,524,934 220,759 1,671,933 25424 A, 040518
Bevenves under expenditures before other
finanting sources (uses) (1,054,134 114358 (97,7813 {37841} {1.175) (1,076,587
UTHER FINANCING 50URCES (USES)
Tramslers -
From General Fund 107,750 - - - 00000 TOT7a0
From Stormwater Fund RE,000 = - - - RE,C00
From Commumnity Development - - 114,358 - 114,358
Teansfers out:
To Section |08 rehabilication - (114.358) - - = (114.358)
Totel other financing sources [uses) 195,750 (114,354} 114,358 - G0 795,750
Met change in find balances (38.388) - 16,367 (37,841} 508,825 (280,837)
Fund balances - beginning §51,758 i 854,967 3 3091285 4 808,010
Fumd balances {deficit) - ending 5 3,370 5 - 3 BTLSM 5 (37,841} $ 3690116 3 4527173
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Permancot

Capital Profects Fand
Federal (Fencral Streect/Sidowalk Bewer Total Non-major
Capital Capitul Capital Capital Prrpemmnal Cuvernmentul
Projects Projects Tiprovements TProjecta Total Care Funis
k1 B 640 % 1,055,867 5 - 5 - % LESyE07 5 - 3 5,666,808
1,342,437 - . 1,342,437 - 1350167
167,460 3 - 167 450 . 218,134
- - 45284 - 45 384 - 345420
26,840 2,565,764 45 384 - 2. 707,688 - 7,780.619
115,625 - - 116,625 - 116625
IA17,860 g 3 3.%17.560 - 4,701,016
. - 1,358,402 4 s 1,362,482 - 13662597
i3, 640 - - - 96,640 - 3,609 TH
. 2664 5 2 2,664 - 589,504
2 24,355 z 3 24,555 % 770,771
- 1,564,454 - - 1,368,494 - 14548 925
- - - - - - 170,000
] 5,330,194 1,338,402 4080 5,770 3200 ; 12.938.538
(2764434 (1313118} (4 080) (4,081.632) i {5.158.219)
394,246 1,822,300 86,500 3,303,046 - 4,010,796
- - - - - LEALET
- - . - - 114,338
- 5 + e - - (114.358)
E 1354246 1,622 300 85,500 3,303,046 - £ 0108 706
- (1,370,158) 50,182 32,420 (7T78.588) - {1.039,423)
- A 159 186 BE4018 364,147 5,957,351 207 830 10,698, 151
g = TF 2705908 § 1310000 % 646547 8 4818765 % 29280 % OAIRTER
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CITY OF ASHEVILLE
GRANT PROGRAMS SPECIAL REVENUE FUND
SCHEDULE OF REVENULS, EXPENDITURES
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEFTION AND FOR THE YEAR ENDED JUNE 30, 2007

Project Priur Current Total To
Authorizalion Years Year Tate
REYVENUES
Restricted intergovernmental 5 15,043 440 £ 31125623 £ 1318163 £ 4.430,788
Privaic donations 237,106 236,373 7,730 244,103
Investment eamings - 32076 26,425 58,501
Total revemues 15,270,546 3,381,072 1,352,320 4,733,352
EXPENDITURES
Public Warks:
CHG Station/vehicles 455,000 449 568 3,815 453,383
Enginecering
GPFTE MPO Grant 200,000 - = -
MPO Grant 400,000 21,207 128,788 150,085
Pack Square Ped improvement 140,000 - 107,390 107,390
MCDENE Nood damage 4,575,004 - 320,333 320,333
Enhancement grant Pack Square 3.899 860 - - -
W End Clingman Ped improvement 172,13 15,592 26,525 42,117
W End Clingman Ped improvement 2 235120 - - -
Dingle Creek Watershed 321,000 - 91,739 91,739
National Weather Service 103,955 - 71,441 71.441
Total Engineering 10,047,066 36,589 746,216 TR3 05
Planning:
City Hall bell 26.4(H) 15,149 630 15799
Architectural study 36,900 26,783 - 26,783
Pack Place 40,000 35,000 - 35,000
Fire bell 16,820 16,680 - 16,680
Rural Development 820,000 6,500 656,190 692 690
Total Planning 940,120 100,112 686,340 786,952
Public safcty:
Police:
Governor's highway safety program 280 880 24,368 77 25,147
Kid Care 7,200 6,898 - 6,898
GIHSP Traffic grant 175,000 - 32,770 32,3770
Target grant 1,000 - - -
Weed and Sced grant 58,825 - 28,346 28340
GHSP grant 06/07 10,000 - 333 333
LLEBG 2003 79112 62,304 T.200 T0,104
JAG grants 00,967 - 39987 39,937
Electric Vehicles 746 680 - 630
Grow, Crime Cormmission 37.943 36,204 280 36,493
Meth grant 172,765 - - -
State Foreilures 646,290 1,007 6,515 6l612
Federal Foreitures 163,491 28,129 104,752 132 881
Total Police 1162, 199 139,680 275,571 435231
(continued)



SCHEDULE OF REVENUES, EXPENDITURLS

CITY OF ASHEVILLE
GRANT PROGRAMS SPECIAL REVENUE FUND

AND CHANGES IN FUND BALANCE- BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

Fire:
CGovernor's highway safety program
Fire and safety life
State hazmat grant
State radio grant
Fire/safety education
Haz mat prant
Fire mobile radios
Homeland security
Governor's crime commission
FEMA Electronics
Radio Infrastructure
Total Fire

Total Public Safety

Culiure and Recreation:
Weed and Seed Grant
Public Art Master plan
Cultural Ren Art program
Mature Center
Dog park
Public Art Rest/consery
VS hallfield
Sr Opportunity Ctr
Harvest House
Pub Art special project

Total Culture and Recreation

Total expenditiures

Revenues over (under) expenditures before
other financing sources

OTHER FINANCING SOURCES
Transfers in:
From General Fund
From Stormwater Fund
Long term debt issued
Net change in fund balance

Fund balance - beginning
Fund balance - ending

Project Prior Current Total To
Authonization Years Year Date
4,000 3,851 - 3,851
3,406 - - -
192,838 - 64,078 64,073
29 607 - - .
60,777 66,353 66,353
53,400 53,291 - 33,201
120,000 - 118,652 119,652
174,578 173,036 - 173,036
180,000 121,553 51,750 173,303
123,794 123,129 - 123,129
2,514,745 2,123,556 372,103 2,495,661
3,468,165 2,664,760 607,585 3272354
4,630,364 2,824 449 883,156 3,707,605
116,175 - 31,102 31162
16,000 11.860 2,925 14,785
62,300 62,588 (5,2935) 57.293
28220 - - -
20,000 13,124 5,836 18,960
13,650 3.575 4,739 13,314
33.420 32,811 - 32,811
26,629 8,766 15,568 24 334
31.730 1,850 29,050 30,900
48 350 45,300 2.506 47 806
397,674 184,874 86,431 271,305
16,470,224 3,505,892 2,406,458 6,002 350
(1,199,678) (214,820) (1,054,138) (1.,268,958)
450,598 415,498 107,750 523,248
234,335 146,335 88,000 234315
514,745 514,745 = 314,743
g - 861,758 (858,388) b 3,370
861,758
b 3,370
{concluded)
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CITY OF ASHEVILLE
COMMUNITY DEVELOPMENT SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES,
AN CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

Variance
Favorshle
Budget Acmal (Unfavorahlel
BEVENUES
Festricted intergovernmental b 2349114 % 1605807 % (743,307)
Miscellaneous 548,342 333,485 (214 837)
Total revenues 2,897 434 1,530,292 (958, 164)
EXPENDITURES
ABCRC - FH & EQ 20,000 15,0400 5,000
AHC Crsis Counscling 40,000 40,000 -
AHC Homeowner Education 30,000 50,000 -
Consumer Credit Counseling 17,000 17,000 -
CT» Admun 227417 219,956 7,061
Grove Arcade {8,604} - (59,6047
Habitat for Humamity 73,000 73,000 -
Hardship Relocation AHC 2,000 1,173 827
Hillerest Enrichment Prog 28,000 - 28,000 -
Huospitality House 90, 00H) 0,000 -
Housing Rehakb 31,313 31,629 G4
Maximum Chrireach 13%.028 138,024 -
BHO Emergency Repair 162,221 96,783 63,433
MO Housing Services 100,000 100,000 -
MHO Clingman Ave Infrastrocore - 16,551 (16,551)
Pisgah Legal Services 40,000 38,840 1,131
MHO-WECAN (2,739) - (2.759)
FProperty Management {ddd) - (4447
SP5 Redevelop 50,000 - 30,000
Unallocated Contingency 264 399 - 294 399
WMMLF 3m. Busincss Loan 168,504 12324 156,279
WIS Program Admin 70,611 66,285 4,326
MHO SF Mew Construction 100,000 100,000 -
WHS Bradley St Construction 244,538 185,000 59988
CFBC Emma Family Qutreach 14,000 - 10,000 -
Transit Infrastructure Imp 54,148 20,121 34,027
Helpmate sheller 120,000 120,000 -
Pisgah View security system 100,000 45354 54,646
MHO Tier 1T bome repair 144,000 71032 71,968
PLS homeless prevention 18,000 18,000 .
Pisgah View community service Ll 000 100,000 60,000
MeCommick Heights relocation 120,000 24,497 95,503
Buncombe County Staliz Center 86,000 62,063 23535
10-y1 Plan Implementation 33.984 32,267 1,717
Total expenditures 2,783,098 1,824,934 053, 1od
Revenues over expenditeres before other
financing wses 114,358 114,338 -
OTHER FINANCING USE
Transfer out: Bection 108 rehabilitation (114.358) (114,35%) -
et change in tund balance & - - 5 -

Fund balance - bepinning =
Fund balance - ending § 5
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CITY OF ASHEVILLE
SECTION 108 REHABILITATION SPECTAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

Project Prior Current Total to
Authorization Years Year Dhate
REVENLES
Miscellansous £ 500,423 £ 538,386 £ 122,978 $ 661364
Total revenuss 500,423 538,386 122,978 661,364
EXPENDITURES
Human services 2,481,379 1,655,121 50,769 1,705,890
Debt service principal 790,908 G20,907 170,000 790,907
Total expenditures 3,272,287 2,276,028 220,769 2,496,797
Eevenues under expenditures before other
financing sources (2,771.864) {1,737.642) {97,791) (1,835.433)
OTHER FINANCING SOURCES
Long term debt issued 2,300,000 2,300,000 - 2.300,000
Transiers in:
From Community Development 471,804 292,609 114,358 406,967
Met change in fund balance b - £ 854,967 165,567 § 871534
Fund balance - beginning 854,967
Fund balanee - ending 5 871,534
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CITY OF ASHEVILLE
AFFORDABLE HOME OWNERSHIF SPECIAL REVENUE FUND
SCHEDULE OF REVENTES, EXPENDITURES, AND CHANGES

IN FUND BALANCE - BUDGET AND ACTUAL

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

REVENILES
Restrictad intergovemmenli)
Miscellaneous
Total revenues

EXTENDITURES

General operations
WHS single-family
Buncombe County-5CA site rehab.
Mudizon County rchab.
West End/Clingman
HAC Tranzitional housing
CHDO capacity building
Member administration
HAC HOWSER single family
Thoms Life housing apartments
AL (enant renl assistunce
Sugar Hill Apartments
HOME P'redevelopment loans
Crowell Park - MHO
Home AdminEnglish HilaBrovard
Hame Admin/M, PL. Commuons
Home Admin'Henderson Co. Tab.
Home Admin/tIAC Village of King Celc
Home Admin‘Henderson Co. Hab. KC
Home Admin/Battery Park Apt.
Home Admin/First Step
Home Admin/WNCIT Indep. Cottages
Home Admin/NC Homeownership Assisstance
Home Admin/Habitat - Enka
Home Admin™Woodfin Apts
Home Admin/Clur Next Gen STHC
Home AdminTightand View Apt
Home Admin/Griffin Apts
Home Admin/Depot St-Predev
MHO/Glen Rock Apts
MITWClingmean Ave lownhowss
NCR Vanderbilt Apts.
MHOEF MNew Construction Buncombe
MHOSelf help home ovwnership
HCHH Shue Enolls Dev.
HAC Mainstal Manor Hendersomville
Home Admin/ADDI

Total expenditures

Revenues imder expendifures before other
financing souress

Project
Authorization

£ 7768474
234.615

8,023,089

564,932
Ti3.062
206,800
324,888
75.000
50,106
352,660
151,767
&0, ()
23,779
150,000
400,000
50,000
395,700
425,000
375,000
182,000
214,685
50,000
235,000
120,000
69,785
97,942
393,392
200,000
92,000
365,339
236,000
25.000
150,000
117,524
250,000
B0,000
80,000
220,000
90,000
236,723
8,023,085

68

Prinr Current Total To
Years Year Date
5,121,834 1,590,419 £ 6,712,253
348,851 43,673 392 3606
5.470,727 1,634,092 7,104,819
438,522 133,936 562 458
464,592 - A6d,592
80,245 36,472 116,717
181,196 143,365 324,561
75,000 - 73,000
30,106 - 50,106
258,757 03 679 351436
97,744 7,950 145,696
23,179 - 23,779
79,3312 34476 113,798
- ELERE 388,548
. 30,000 50,000
- 285,768 245,768
424,000 1,000 425 000
575,000 - 575,000
182,000 - 132,004
214,685 . 214,685
50,000 . 50,0040
215,000 - 225,000
124,000 - 120,000
649 TR - 69,785
092,542 3400 a7.942
302,392 - 392 3492
206,000 - 200,000
68,600 22 400 91,000
363,313 1,826 365,339
235,000 1 (0 236,000
25,000 - 25,000
- 45,232 83,232
2 83,5314 83,534
250,000 - 250,000
79,000 . 79,000
- 79000 79,000
102,657 99,212 201,369
22 .Bh3 67,135 90,000
173,700 33,000 226,700
5,603,004 1,671,933 7,276,937
(134,27T) (37,8410 (172,118}
{continued)



CITY OF ASHEVTLLE
AFFORDARLE MOME OWNERSIIP SPECIAL REVENUE FUND
SCHEMI/LE OF REVENUES, EXPENDITURES, AND CHANGES
TN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEFTION AND FOR THE YEAR ENDED JUNE 30, 2007

Project Prior Currant Total To
Authorxation Years Y car Drate

OTIER FINANCING SOURCES
I'ransfers in:

From General Fund - 134,277 - 134277

Wet change in fund balance b - b - (37.841) 3 (37,8410
Fund balance - beginning .
Tund bafance - ending 5 13?.341}
{concluded}
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CITY OF ASHEVILLE

HOUSING PARTNERSHIP SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

Variunce
Favorable
Budget Actual {(Unfaverable)
REVENUES
Investment earnings b - § 24249 £ 24249
Total revenues - 24,245 24,249
EXPENDITURES
Human services 6,000 25424 574,576
Total expenditures 600,000 25,424 574,576
Revenues over (under) expenditures before other
financing sources (600,000 {1,175) 508,825
OTHER FINANCING SOURCES
Transfers in:
From CGeneral Fund a00,000 600,000 -
Met change in fund balance L3 - 598,825 § 5088235

Fund balance - beginning
Fund balance - ending
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CITY OF ASHEVILLE
FEDERAL CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

Project Prior Current Total 1o
Authorization Years Year Date
REVENUES
Restricted intergovernmental b 500,060 5 221 441 ¥ 06,640 b 318,081
Tatal revenues 500,060 221,441 96,640 318,081
EXPFENDITURES
Fair housing assistance 500,060 221 441 94,640 318,081
Totdl expenditures 500,060 221,44 06,640 318,081
Net change in fimd balance 3 - 5 - - 8 -
Fund balance - beginning -
Fund balance - ending _ $ 7

71



CITY OF ASHEVILLE
GENERAL CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

Prujeet Prior Current Total o
Authonzation Yers Year Diale
REVENUES
Restricted intergovernmental % 4,403,108 § 1,012,070 £ 1,055 867 £ 2,067,937
Private donations 2,336,529 883,907 1,342 437 2,226,344
Investment eamings 136,513 43,218 167 460 210,678
Sale of material and service 28,300 28,300 - 28,300
Mizcellaneous 139,593 139,393 - 139,553
Total revenies 7,044,043 2,107,088 2,565,764 4,672,852
EXPENDITURES
General Government:
URTV Equipmenit 13,307 1,395 9,694 11,089
WOIP Telephons 225,387 - 106,931 106,931
Rail Station 2,000 - - -
Total General Governmint 240,654 1.395 116,625 L 18,020
Public Safety:
Fire Station #12 230,000 - 6,902 6,902
Fire Station #6 2,950,300 526,538 2217916 2,744 454
Fire Station #11 2819771 670 822 1,593.042 2,263 864
Total Public Safety 6,020,071 1,197 360 3,817,860 5015220
Planning
Urban Trail #1 Walk Tnto History 35,610 18,349 2,664 21,013
Huousing Infrastructure 83,000 - - -
Total Flanning 120,610 18,349 2,664 21,013
Engineering
E. Oakview Bridge 1,263,000 73,523 24,555 98,078
Tolal Engineering 1,263,000 73,523 24,535 98,078
(continued)



CITY OF ASHEVILLE

GENERAL CAPITAL PROJECTS FUND

SCHEDULE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEFTION AND FOR THE YEAR ENDED JUNE 30, 2007

Culturc and Recreation:
W. Asheville playearound
Reed Creek Gresnmway
Azalea Park
Memarial Stadium
Carrier Purk
French Broad corridor
Skateboard Park
T'ennis court resurface
Weaver greenwsdy
Hominy Creek greenway
Hull Fletcher playground
Harvest House remodeling
Glenn's Creek Greenway
Reid Center Renovation
Aston Park
Richmond Hill Park
Ciresnway cascmenl Acqguisition
Rec Center projects
Montford complex
COPS cost of issue

Total Culture and Recreation

Total expendilures

Revenues under expenditures belore other

fmancing sources

OTHER FINANCING SOURCES
Transfirs in;

From General Fund

From Streetzsidewalk/SD Fund
Transfers out:

To Genersl Fund
Proceeds Fom the sale of fixed assels
Long term debit issued

Total other financing sources

Mt change in fund balance

Fund balance - heginning
Fund balance - ending

Project Priar Current Total o
Authorization Years Year Dates

46,423 44 904 0,987 44 801
396,676 202,815 188,428 301,243
4,057,299 3,498,172 568,739 4 066,931
776,632 556,251 5,197 561,448
713,541 705,714 3,430 T9, 144
253,800 10 B 14
608,275 (08,998 B /08,998
35,000 28.874 - 28,874
301,008 219,511 943 220,454
300,000 - 37 a7
1,735 - - -
5 z 2809 2,809
30,000 - 50,000 0,000
600,000 - 116,483 116,483
611,576 395,072 70,408 467,380
354,800 46,064 222,155 268.219
45,414 20,669 16,709 43.378
59071 440,130 13,129 53.259
100,000 - 100,000 100,000
136,513 - - -
9,449,763 6,375,084 1,368,494 7.743,578
17,094,138 7,665,711 5,330,198 12,995,909

(10,050.095) (3.558,623) (2,764,434) (8.323.057)
4,220,332 3,702,021 1,394,246 3,090,267
150,463 260,785 - 260,785

(115,000) (115,000} . (115,000)
24 000 24,000 - 24.000
5,770,300 5,856,003 - 5,856,003
10,050,095 9.727.80% 1,394,246 11,122,055
5 - £ 4,169,186 {1,370,188) § 2,798,993

4,169,186
§ 2,798,998
{concluded)
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CITY OF ASHEVILLE
STREET/SIDEWALK CAPITAL IMPROVEMENTS
CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES TN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 34, 2007

Project Prior Current Total To
Authorization Years Year Date
REVENUES
Restricted intergovernmental 3 912,132 b 440,000 5 - LS 440,000
Private donations 5,000 = - -
Miscellaneous 360,000 300,077 45,284 345,361
Total revenuzs 1,277,132 740,077 45284 783,361
EXPENDITURES
Streets/sidewalks - general 4,372,225 1,148,852 1,358,402 2,507,254
Total expenditures 4,372,225 1,148,852 1,358,402 2,507,254
Eevenues under expenditures before other
finaneing sources (3,095,003) (408,775) (1,313,118) (1,721,893)
OTHER FINANCING SOURCES
Transfers in:
From General Fund 3,093,093 1,272,793 1,822,300 3,005,093
Total other financing sources 3.095,093 1,272,793 1,822,300 3,095,003
Net change in fund balance _5 - 3 864,018 509,182 £ 373200
Fund balance - beginning 864,018
Fund balance - ending % 1,373,200
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CITY OF ASHEVILLE

SEWER CAPITAL PROJECTS FUND

SCIEDULE OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FROM INCEFLION AND FOR TIIE YEAR ENDED JUNE 30, 2007

REVENLES
Annexation
Investment eamings

Total revenues

EXPENDITIRES

West area scwer ling

Brevard Road

Carter Cove sewer line

Towe's Annex scwer

Mill Stone/Hunting Ch.

Sweeten Creek sewer

Long Shoals Road scwer
Total expenditures

Revenues under expenditures before other
financing sources

OTHER FINANCING SOURCES
Transfers In:
From General Fund
Long term debt issued
Total other financing sources
Net change in fund balance

Fund balance - beginning
Fund balance - ending

Project Prior Current Total To
Anthorization Wears Year Date
3 1,354,242 1,354,242 5 - £ 1.354,242
602,283 692 459 - 692,459
2046525 2,046,701 - 2,046,701
2,429 600 2,317,561 - 2,317,561
2,545,400 2,222.375 - 2222375
625,617 621,047 - 621,047
160,000 83,476 - 23476
85,000 69,751 - 69,751
61,200 38,636 - 58.638
116,500 - 4,080 4,080
6,023 317 5,372,846 4 080 5376926
(3,976,792) (3,326,145) (4,080) (3,330.225)
2,838,289 2,751,789 £6,500 2 B38.289
1,138,503 1,138,503 - 1,138,503
3,976,792 3.890,292 86,500 3,976,792
% - 564,147 £2.420 5 646,567
564,147
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Proprietary Funds
Major Enterprise Fund

Enterprise funds are used to account for revenues resulting primarily from charges for services
provided to the general public and the related costs of such services.
Major Enterprise Fund:

e Water Resources — This fund accounts for the revenues and expenses related to
the City’s water system.



CTITY OF ASHEVILLE
WATER RESOURCES FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2007

Varfance
Favaorable
Budget Actual {Unfavorable)
OPERATING REVENULS
Charges for services:

Water $ 20,070,000 % 20697430 b 627,430
Reconnection and delinquent fees 988,193 1.020.776 32,583
Connection and set up fees 2,215,000 2.514,527 209527
Other services 6,195,000 6,184,135 (10,8635)

Miscelluneous revenues 25,355 38,330 12,973

Tutal operating revenues 29,493,548 30,455,198 961,630
OPERATING EXPENDITURES

Department-wide expenses 6,032 456 5,145,556 006,910

Administration G44 220 638,888 5,332

Meter servige 1,333,345 1,197,541 135,304

Water conservation TEANT 72,987 5,430

Maintenance and repair - cily water 4,005,630 3415384 580,246

Water production and qualily 3,539.982 3,421,237 118,745
Construclion crew 582,512 428,650 153,862
Customer service B16,189 786,378 20,811
Total operating expenditures 17,052,761 15,106,621 1,946,140
Operating income 12,340,787 15,348,377 2,907,790
NONOPERATING REVENUES (EXPENDITURES)
Interest eamed 195,000 40,606 745,606
Principal payments on debt [2.658,511) (2.658.311) -
Interest and debt service charges {2,590,220) (2,293,937) 294,233
Total nonoperating revenues (expenditures) (5,053,731) (£.013,842) 1,035,884
Revenues over expenditures before other financing

uses and appropriated fund balance 7,387.056 11,334,735 3,947,679
OTHER FINANCING SOURCES (USES)

Proceeds from the sale of capital assets - 50,232 31232
Transfers our:

To Water Major Capital Projects Fund (10,868,444) (10,028.214) 840,230
Total other financing sources (1ses) (10,568.444) {9,977,982) RO0 462
Appropriated fund balance 3,481,388 . {3.481,388)
Revenues and appropriated fund balance over

expenditures and other Anancing uses 5 - 1,356,753 1,356,753
Beconciling items:

Diepreciation {4,229,696)

Transfer to Water Major Capital Projects Fund 10,028,214

Principal payments on debt 2,658,511

Capital contributions 1,974,221

Net activity in Water Bond and Water Major Cap Projects 230,233

Capital outlay 1,015,414

Change in net assels
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CITY OF ASHEVILLE
WATER BOND CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES AND EXPENDITURES-BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

Actual
Project Prior Current Total 1o
Authorization Years Year Date
REVENUES
Investment earnings 5 106146 § 1918507 % 48,984 5 1967491
Total revenues 106,146 1,918,507 48,984 1,967 491
EXPENDITURES
Black Min conversion 569,214 1,000 491,019 492,019
Lutherridge 13,857 - 13,855 13,835
Resevoir rehab 377,153 12,586 192,299 204 B&5
Total expenditures 960,224 13,586 697,173 710,759
Revenues under expenditures before
other financing sources (834,078) 1,904,921 (648,189) 1,256,732
OTHER FINANCING SOURCES
Proceeds from sale of bonds 554,078 779,015 - 779.015
Total other financing sources 854,078 779,015 - 779.015
Revenues and other financing sources
over (under) expendifures 3 - 8 2683936 5 (648.189) § 2,035,747
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CITY OF ASHEVILLE
WATER MAJOR CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES AND EXPENDITURES-BUDGET AND ACTUAL
FROM INCEPTION AND I'OR THE YEAR ENDED JUNE 30, 2007

Project Prior Current Total to
Authorization Years Year Date
REVENUES
Developer pump station replacements b - 5 - % g.050 % 9,990
Total revenues - - 9,990 9,990
EXPENDITURES
Critical needs phase 2 157,000 67,300 86,033 153,538
hatching funds $3M grunt 155,369 29,672 7,500 37.172
Crtical needs TIT -3 1,341,783 2265 19,012 821278
Treatment epgrades 3,197,180 2,920,695 62,557 2,983,252
NC191 Sardis Road 1,320,266 158,834 946,595 955,420
Smokey Park bridge 47,703 2,094 45.608 47,702
Brevard Road 1,226,000 1,248 450 1698
2004 Annexation 135,000 32,220 102,778 134,998
NCDOT-Mill Creek 111,977 5,088 106,888 111,976
Long Shoal 1-26 to LIS 23 1,237,200 1,704 12612 23316
20035 Annexation 176,640 7.950 8,369 16,319
Sand Hill- Enka Lake 410,000 450 1,590 2,040
Computer Mamt. Maint. 476,307 128,579 345,920 474 494
Fatrview Road 1,277,062 205,118 Q83,373 1,188,451
NCDOT Exit 44 §3,333 - - -
Treatment plant 7,513,371 - 199927 159,927
Distribulion center 431,747 - - -
MGMT toolsfequipment 1,151,643 - - -
Hominy Creck Bridee 98,357 - - -
Total expenditures 20,947,940 3,432 418 3.729.217 7,161,635
Revenues under expenditures before
other financing sources (20.947,940) (3.432.418) (3,719,227} (7,151.645)
OTHER FINANCING SOURCES
Transfers in:
From Water Resources Fund 20,103 6490 9,809 893 10,028,214 19,838,107
Capital grants 844 23 105,317 172,252 277,569
Total other fingncing sources 20,947,940 59,915,210 10,200,466 20,115,676
Tevenues and other financing sources
over expenditures & - % 6482792 % 6481239 % 12,964,031
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Proprietary Funds
Non-major Enterprise Funds

Enterprise funds are used to account for revenues resulting primarily from charges for
services provided to the general public and the related costs of such services.

Non-major Enterprise Iunds:

Civie Center — This fund accounts for the revenues and expenses related to the
City’s civic center operations.

Parking Services — This fund accounts for the revenues and expenses related to the
City’s public parking system.

Festivals — This fund accounts for the revenues and expenses related to Bele Chere,
the City’s annual downtown festival.

Mass Transit — This fund accounts for the revenues and expenses related to the
City’s transportation system.

Stormwater — This fund accounts for the revenues and expenses related to the
City’s stormwater program.

Golf Course — This fund accounts for the revenues and expenses related to the City’'s
Municipal golf course



CITY OF ASHEVILLE

COMBINING STATEMENT OF NET ASSETS
NON-MAJOR ENTERPRISE FUNDS

ASSETS

Current assets:
Cash and investments
Accounts receivable
Intergovernmental receivable
Inventories
Prepaids

Total current assets

Restricted assets:
Cash and investments

Capital assets:

Land

Buildings and improvements

Machinery and equipment

Infrastrueture

Construction in progress
Total capital assets

Accumulated depreciation
Met capital assets

Other assats:
Unamortized debt issnance costs

Total assets

June 30, 2007

Civic Parking
Center Services Festivals
621,941 b 1,482,840 5 1,000
130,932 218,709 =
22.543 - -
- 14,967
175416 1,701,549 15,967
1.573.931 -
400,000 4324487 =
9,870,787 8,907,727 =
1.492.054 505,930 -
15,000 1095 005 n
11,777,841 14,833,149
{9,556,208) (4,257.045)
222 543 10,576,104 -
- 7,867 -
4570, 890 12,285,520 15,967

79



CITY OF ASHEVILLE
COMBINING STATEMENT OF NET ASSETS
NON-MAJOR ENTERPRISE FUNDS

June 30, 2007
Total
Non-major
Enterprise
Iviass Transit Stormwater Golf Course Funds
3 042,612 b 33,492 b 3,081,885
- 530,562 - 880,203
2,456,184 - - 2,456,184
54,022 - 6,473 83,040
. = i 14,967
2,510,206 1473,174 39,967 6,516279
- - 1,573,931
161,838 - 1,108,500 5,594 835
1.677.048 12,439 853,900 21,321,901
5722310 1,483,113 10,798 0,214,205
- 12,015,652 - 12,015,652
47,378 - - 1,157,383
T.608,574 13,511,204 1,973,198 48,703,966
{4,899,888) {8,944 404) {60,609) (27,718.244)
2,708,686 4,566,800 1,912,589 21,985,722
- - 7.867
5218892 60039974 1,952 556 30,083,799
{continued)
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CITY OF ASHEVILLE

COMBINING STATEMENT OF NET ASSETS
NON-MAJOR ENTERPRISE FUNDS

June 30, 2007
Civic Parking
Center Services Festivals
LIABILITIES
Current liahilities:
Accounts payable $ 27701 3 1,855 28
Customer deposits - 500 -
Agcrued interest payable - 25,834 -
Other accrued expenses - 18,621 9,435
D to other funds - - 1,143, 478
Installment purchase contracts - 570,002 -
Compensated absences 59,274 22,202 11,217
Unearned révenue - - 244,767
Total current abilities 86,975 639,064 1.408 925
Noncurrent Liabilities:
Installment purchase contracts - - -
Total nencurrent liabilities - - -
Total liabilities 86,975 639,064 1,408,925
NET ASSETS
Invested in capital assets, net of
related debt 2,221,543 10,006,102 =
Unrestricted 2,262,372 1,640,354 (1,392,958)
Total net assels b 4;433,915 3 11!64-15,456 (1,392.958)
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Total
Non-major

Enterprise
Mass Transit Stormwater Golf Course Funds

g 16,000 3 3,748 5 21,738 $ 73,070

. . - 500
- 36 . 25,920

6,156 41,404 20,612 96,228
1,364,720 i : 2,508,198
- 43,000 : 613,002

7,968 77,506 16,140 194,307

. - - 244,767

1,394 844 167,694 58,490 3,755,992
- 129,000 - 129,000

- 129,000 2 129,000
1,394,844 296,694 58,490 3,884,992
2,708,686 4,394,800 1,912,589 21,243,720
1,115,362 1,348.480 (18,523) 4,955,087

$ 3824048 § 5743280 - § 1894066  § 261983807
(concinded)
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CITY OF ASHEVILLE
COMBINING STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSETS
NON-MAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Civie Parking
Center Serviges Festivals
OPERATING REVENLES
Charges for services s 138,09 $ 2870218 % 419,635
Benls 571,361 - 168,451
Concessions 638,474 - 257,740
Mizcellaneous revenues 207,537 - 22.501
Total eperating revenues 1,355,468 2870278 BGR327
OPERATING EXPENSES
Salaries and fringe benefits 1,042,712 481,258 226,972
Contractual services 214, 488 300,521 671,819
Supplies and materials T1.828 30,477 31,050
Outside repairs 48,826 65,679 =
Depreciation 246,566 234,149 -
Interfund charges 5,967 30,707 1,260
Utilities 156,918 77.672 izl
Cost of merchandise sold 192,206 - 101,182
Other operating expenses 140,518 40,717 202,327
Total operating expenses 2,220,029 1,261 180 1,257,821
COperating income (loss) (664,561) 1,609,098 (389,454
NONOPERATING REVENUES (EXPENSES)
Operating grants o 3 .
Interest earned 83,723 56,743 =
Interest expense - (68,87%) (57,025
Loss on sale of capital assets - - -
Total nonoperating revenues (expenses) 83.723 (12,136} (37,025
Income (loss) befors transfers (380,838) 1,596,962 (446,519)
Transfers infoul:
Transfers from General Fund 1,358 340 :
Transfers to Grant fund - Co- -
Transters to Asheville Transit - (248,116} -
Capital grants and contributions - - -
Changes 10 net assets 777,502 1,348 846 (446,519)
Total net asseis - boginming 3,706,413 10,297,610 (246.439)
Total net assets - ending $ 4483915 $  llsdedds § (1,39,958)
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Total

Mon-major
Mass Enterprise
“Framsit Stormwater (rolf Course Funds
3 643423 % 3,035,331 b 563.746 b7 7,670,509
- - 258,377 098,189
- - 71,914 968,128
324,851 - - 354,839
568,274 3,035,331 854,037 10,191,715
111,230 . 1,222,639 578618 3,663,429
3,968,401 196,710 24,241 5,376,180
706 219,825 67,779 441,665
- - - 114,505
195,821 585,939 42,695 1,305,170
2,771 126,803 1,791 175,299
17,546 9,324 33,389 358,060
- - 93,225 3B6.613
263,395 130.806 148,576 928,339
4,561,870 2,492,046 996,314 12,785,260
{3,593,596) 343,283 (102.277) (2,597,545
2,373,935 - - 2,373,935
- 38,603 2215 181,286
(71.296) (3.231) - {205451)
943 - - 943
2,303,582 30,354 2215 2,350,713
(1,290,014 573.639 {100.062) (246.832)
1,046,596 - - 2,404 936
: (88.000) : (88,000)
248,116 E - -
1.425,059 - - 1,425,059
1,429,757 485,634 (100,062) 3,495,163
2,394 291 3.237,641 1,994,128 22,703,644
3,824,048 B 5,743,280 =$= 1,894 066 26,198,807
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CITY OF ASDHEVILLE
COMBINING STATEMENT OF CASH FLOWS
NON-MAJOR ENTERPRISE FUNDS

FOR THE YEAR ENDED JUNE 34, 2007

Cash MNows from operating activities:
(Cash received from customers
Cash paid for goods and services
Cash paid 10 emplovees
Net cash provided by (used for) operating aclivities

Cash flows from noncapital financing activities:
Operating grants received
Transfers from (to) other funds
Advances received from other funds
Net cash provided by (nsed for) non-capital
financing activities

Cash flows from capital and related financing activities:

Froceeds from leases
Receipts from capital granis or contributions
Acquisition and construction of assets
Principal paid on debt
Interest paid on debt
Proceeds from sale of capital asseis

Wet cash used for capital and

related financing activities

Cash flows from investing activities;
Interest earned
Met cash provided by investing activities
Net increase in cash and cash equivalents

Cash and cash equivalants:
Beginning of year, July 1

End of year, June 30
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Civi
Cenfer

Parking

Services Festivals

$ 1,424,581

¥ 2833943 $ 387,042

(966,132) (567,99T)  (1.028,525)
(1,027.801) (471,034)  (228,151)
(569,352) 1.794.912 (369,634)
1,358,340 (248,116) -
- - 427,659
1,358,340 (248,116) 427,659
(15,000} (14,500) |
5 (534,640) ’
A (71,854) (57,025)
(15,000) (620,994) (57.025)
83,723 56,743 :
83,723 56,743 5
857,711 982,545 1,000
1,338,161 500,295 3
3 2195872

$ 1482840 $ 1000




Total

Non-major
Mass Enterprise
Transit Stormwater Golf Course Funds
_ 963.274 $§ 2,853,841 $ 894037 $ 9.861.,513
(4,693,678) (707,721) (370,291) (8,334.344)
(113,220) (1.177.681) (573.329) (3,591,216)
(3,838,624 068,239 (49,583) £2.064,042)
1,076,139 - - 1,076,139
1,294,712 (88,000) - 2,316,936
1,364,720 - - 1,792,379
3,735 571 (82,000} - 5,185,454
1,418,295 = 4 1,418,295
(1,444.325) (223,795} - (1,697,620)
- (43,000) . (577,640)
{71,296) (8,251) . (208,426)
943 - - 943
(96,383} (273.046) - (1,064 448}
- 38.605 2,215 181 286
- 38,605 2215 181,286
(199,436) 643,798 (47,368) 2,238,250
199 436 298,814 80,860 2 417 566
- b 042,612 $ 33,492 $ 4,655816
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CITY OF ASHEVILLE

COMBINING STATEMENT OF CASH FLOWS

NON-MAJOR ENTERPRISE FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Reconciliation of operating income (loss) to net cash
provided by (used for) operating activities;

Operating income (loss)

Adjustments to reconcile eperating income (loss) to
net cash provided by (used for) operating activities:
Depreciation
Cheanges in assets and linbilities:
Increase in accounts receivable
{Increase) decrease in inventories
Incrense in prepaid expenses
Tncrease {decrease) in other accrued expenses
Decrease in accounts payable
Increnss in unearned assets
Tncreasc{ decrease) in accrued compensated absences
Total adjustments

et cash provided by (used for) eperating activities

Reconcilistion of cash and cash equivalents
Cazh and cash equivalents:
Unrestricted
Total cash and cash equivalents
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Civic Parking

Center Services Festivals
$  (664.361) $ 1609098 §  (380494)
246566 234,149 -
{130,887) (36.335) &
550 E 2

- - 4,676
{28,044} 7.973 (974)
(7.927) {22,224) (1,378)

. - 18,715
14.911 2,246 {1,17%)
95,209 185,814 19,860
b 569,332 £ 1794912 3 5369;534&
3 621,941 § 1482340 i 1,000
1,573,931 = o -

3 2;195&'?1 3 1482840 3 1.000




Total

Non-major
Mass Enterprise
Transit Btormwater Golf Course Fumds

$ (3593,396) 8§ 543285 $ (102277 § (2,597,543

195,821 585,939 42,695 1,305,170
" (181,690) . (348,912)

(18) = 5,773 6,345

- . = 4,676

2,815 15,191 1,959 (1,075)
(441,656) (39.444) (3.022) (515.651)
: > E 18,715

(1,990) 44,958 5,289 64,235
(245 028) 434,554 52,694 533,503

b .[:33333,624] 3 958,239 b (45,583 ) §  (2.064,042)

5 - 3 042 612 i 33,452 3 3,081,843

- - - 1,573,931

] - 5 942 512 3 33,492 5 4,655,816
== — = =
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CITY OF ASHEVILLE
CIVIC CENTER FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2007

OPERATING REVENUES
Rents
Concessions
Advertising and promotions
Staffing charges
BEox office charges
Other
Maintenance fee
Total operating revenues

OPERATING EXPENDITURES
General operations
Event perzonnel
Concessions/operating
Maintenance
Box office/operating
Total operating expendimres

Operating loss

NONOPERATING REVENUES
Interest earned
Total nonoperating revenues

Deficiency of revenues over expenditures

OTHER FINANCING SOURCES
Transfers in;
From General Fund
Appropriated fund balance

Revenues, other financing sources and appropriated
fund balance over expendimres

Reconciling items:
Transfer from the General Fund
Depreciation
Change in net assets

Variance
Favorable

Budget Actual {Unfavorable)
% $22.782 b3 571,361 b (51,421}

616,000 638,474 22,474
10,000 7.824 (2,176)
112,000 109272 {2,728}
35,550 28,824 (6,726)
161,000 128,202 {32,798)

67.300 TL311 4,211
1,624,632 1,555,468 (69,164)

1,080,636 083,375 07,261
159,409 160,339 {930)

442,142 402,551 39,501

306,095 304,456 1,639

124,738 122,742 1,996

2,113,020 1,973,463 139,557

(488,388) {417,995) 70,393

14,799 83,723 68,924

14,799 83.723 68,924

(473,589) (334,272) 132,317

413.340 413,340 -
60,249 - (60,249)

g - 79,068 5 70,068

945,000
246,566)
by 777,502
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CITY OF ASHEVILLE
CIVIC CENTER CAPITAL PROJECTS FUND
SCHEDULE OF REVENUES AND EXPENDITURES-BUDGET AND ACTUAL
FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

Project Prior Current Total to
Authorization Years Year Date
REYENUES
Investment eamings 3 - § - 5 - % -
Maintenance fees - - - -
Total revenues - - - -
EXPENDITURES
Arena roof replacement 1,500,000 i 15,000 15,000
Main cooling tower 13,573 - - -
Air handler repair 2,756 - - -
Minor capital equipment 20,875 - - -
Standby transformer 45,000 - - -
Concession Equipment 10 5 z z
(General Improvements 8,333 - - -
Total expenditures 1,591,547 - 15,000 15,000
Revenues under expenditures before
other financing sources (1,591,547) - (15,000 {15,000)
OTHER FINANCING SOURCES
Transfers in:
From General Fund 1,591,547 643,931 945,000 1,588,931
Total other financing sources 1,591,547 643,931 945 000 1,588,931
Revenues and other linancing sources
over expenditures B - %  e43931 §F 930,000 § 1,573,931
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CITY OF ASHEVILLE
PARKING SERVICES FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAATP)
FOR THE YEAR ENDED JUNE 30, 2007

OPERATING REVENUES
Parking fees
Other fees
Total operating revenues

OPERATING EXPENDITURES
Parking services
Parking garages
Capital outlay
Total operating expendimres

Operating income

NONOPERATING REVENUES (EXPENDITURES)
Interest earned
Principal payments on debt
Interest and debt service charges
Total nonoperating revenues {expendimures).

Revenues over (under) expenditures before other
financing sources andappropriated fimd balance

OTHER FINANCING SOURCES:
Transfers out:
To Asheville Transit Systems
Appropriated fund balance

Revenues and appropriated fund balance over
expenditures

Reconciling items:
Diepreciation
Principal payments on debt
Capital outlay
Change in net assels

Variance
Favorable
Budgst Actual {Unfavorable)
£ 2847116 g 2,870,278 b 23,162
40,000 - (40,000)
2,887,116 2870278 (16,838)
601,542 507,582 93,960
1,163,358 519,449 643,909
18,901 14,500 4,401
1,783,801 1,041,531 7423270
1,103,315 1,828,747 725.432
12,000 56,743 44,743
(534,640) (534,640) -
(751,632) (68,879) 682753
(1,274,272) (546,776) 727,496
(170,937 1,281,971 1,452 928
(248,116) (248,116} -
419,073 - (419,073)
b - 1,033,855 $ 1,033,855
(234,149)
534,640
14,500
£ 1,348,846
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SCHEDULE OF REVENUES AND EXPENDITURES-BUDGET AND ACTUAL

CITY OF ASHEVILLE
PARKING SERVICES CAPITAL PROJECTS FUND

FROM INCEPTION AND FOR THE YEAR ENDED JUNE 30, 2007

REVENUES
Rental income
Investment earmnings
Total revenues

EXPENDITURES
Battery Park parking deck
Employee parking lot
Cushman
Interest and debt service charges
Total expenditures

Revenues under expenditures before
other financing sources

OTHER FINANCING SOURCES
Proceeds from the sale of bonds
Transfers in;

From General Fund
From Parking Services Fund
Total other financing sourees

Revenues and other financing sources
under expenditures

Project Prior Current Total to
Aunthorization Y ears Year Date
5 - % 44046 8§ 5 44,044
60 1,304 - 1,304
Gl 45,350 - 45,350
20,200,000 4,046,632 - 4,046,632
4,240 - - -
20,000 - - -
a0 2,030 - 2,030
20,924 300 4,048,662 - 4 048 662
(20,924 240) (4,003,312) - (4,003,312)
20,900,000 - - -
20,000 43,084 - 43,084
4240 346,200 - 346,200
20,824 240 380,284 - 380,284
g - 5 {3p614,0258) § - & (3614028

92



CITY OF ASHEVILLE
FESTIVALS FUND

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2007

Variance
Favorable
Budget Actual {Unfavorable)
OPERATING REVENUES
Bele Chere 2006 3 938,137 5 617,850 § (320287
Bele Chere 2007 371,652 244 767 (126,885)
Other Festivals 2006 37,089 24,427 (12,662)
Other Festivals 2007 =
Total operating revenuss 1,346,878 BE7.044 {459,834)
OPERATING EXPENDITURES
Bele Chere 2006 1,121,307 1,090,746 30,561
Bele Chere 2007 7,131 6,937 194
Oither Festivals 2006 210,186 204 457 3,729
Other Festivals 2007 8.254 8.030 224
Total operating expenditures 1,346,878 1,310,170 36,708
Revenues under expendinires before
other financing sources - {423,125) (423,128)
Revenues and other financing sources
under expenditures g - (423,126} b 5423, 1 26::
Reconciling items:
Met change in deferred révenues (18,717)
Met change in prepaids {4,676}
Change in net assets b (446.519)



CITY OF ASHEVILLE
MASS TRANSIT FUND

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAAF)

FOR THE YEAR ENDED JUNE 30, 2007

Variance
Favorable
Budget Actual {Unfavorable)
OPERATING REVENUES
Passenger fares 8 T00,445 b 643,423 B (57,022)
Other 327,000 324,851 (2,149)
Total operating revenues 1,027,445 058,274 {59,171)
OPERATING EXPENDITURES
Administration 244,060 248316 (4,256)
‘[ransit operations 4.286,646 3,970,262 314,384
Total operating expenses 4,530,706 4,218,578 312,128
Operating loss {3,503,261) {3,250.304) 252,957
NONOPERATING REVENUES (EXPENDITURES)
State and federal grants 2,213,549 2,374,658 161,109
Intzrest and debt service charges (3,000) {71,296) {66,296)
Proceeds from sale of capital assets - 043 943
Total nonoperating reventues 2,208,549 2,304,303 95,756
Revenues under expenditures before other financing
sources (uses) (1294,712) (945,909} 348,713
OTHER FINANCING SOURCES
Transfer in:
From General Fund 1,046,596 1,046,598 -
From Parking Services Fund 248,116 248,116 -
Revenues and other financing sources
under expenditures 3 = 348,713 3 348,713
Reconciling items:
Donated assets 6,041
Noncapitalized expenditures in the Capital Project's Fund (148,194)
State and federal grants in the Capital Project’s Fund 1,419,018
Depreciation 195,821)
Change in net assets 3 1429757
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CITY OF ASHEVILLE
MASS TRANSIT CAPITAL PROJECTS FUND

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
FROM INCEPTION FOR THE YEAR ENDED JUNE 30, 2007

REVENUES
Intergovernmental
Total revenues

EXPENDITURES
Bus shelter & benches
Cross walks
General system improvements
Support vehicle
Vehicle replacement
(zeneral operations center
Passenpger center
General capital projects
Transit garage light
Bus purchases
Top A Stop
Signal priority
Portable lifts
Transit radios
Total expendimres

Revenues under expenditures before

other financing sources

OTHER FINANCING SOURCES (USES)

Transfers infout:

From Transit Operating Fund

From General Fund

Total other financing sources

Revenues and other fimancing sources over

{under) expenditures

Project Prior Current Total to
Authorization Years Year Date
5 4,517,577 5 41,547 1412018 5 1,460,565
4,517,577 41,547 1,419,018 1,460,365
207,615 - - -
45,000 40,396 - 40,396
339.707 6,983 42,528 49,511
12,563 = - -
02,603 - - -
137.200 63,272 - 63,272
5,373 - - -
15,442 5 =
37,000 - - -
3,578,570 - 1.452 317 1,452,317
3,023 - 3,025 3.025
400,000 - - -
40,000 - - -
115,000 - 93,926 93,526
5,029,300 110,651 1,591,796 1,702,447
(311,723) (69,104) (172,778) (241,882)
147,233 71,746 - 71,746
364,450 529,320 - 528,320
511,723 601,066 - 601,066
b $ 531,962 (172,778) B 359,184

95




CITY OF ASHEVILLE
STORMWATER FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAAP)

FOR THE YEAR ENDED JUNE 30, 2007

OPERATING REVENUES
Charges for services

OPERATING EXPENDITURES
Storm Drainage
Storm Water
Capital Outlay
Total operating expenses

Uperating income (loss)

NONOPERATING REVENUES (EXPENDITURES)
Investment Earnings
Principal payment on debt
Interest Expense
Total nonoperating revenues(expenses)

Revenues aver {under) expenditures before
other financing sources

OTHER FINANCING SOURCES
Transfer out:
To Special Revenue Fund
Long term debt issued
Appropriated fund balance
Revenues and other financing sources
over expenditures

Reconciling itema:
Depreciation
Capital outlay
Principal payments on debt
Change in net assets

D6

Wariance
Favorable
Budezet Acmal {Unfavorable)
2,215,500 $ 3035331 5 819831
2,215,500 3,033,331 819,831
1,370,399 1,294,543 75,836
856,621 611,564 245,057
247,481 223,795 23,686
2,474,301 2,129,902 344,559
(259.001) 905,429 1,164,430
- 38,605 38.603
(43,000) (43,000) -
(8,216) (8.251) {35)
(51,2186) (12,646) 35,570
(310,217) 892,783 1,203,000
(88,000 (88,000) -
200,000 - (200,000)
198,217 - (198.217)
- 804,783 b 304,783
(585,939)
223,795
43,000
3 485,639



CITY OF ASHEVILLE
GOLF COURSE FUND

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL (NON-GAAT)
FOR THE YEAR ENDED JUNE 30, 2007

Variance
Favorable
Budget Actual {Unfavorable)
OPERATING REVENUES
Pro-shop sales k 80,000 b 44,363 5 (33,637)
Membership fees 140,000 164 891 24,891
Concessions B0,000 71,914 (8,086)
Equipment rental 280,000 258,377 (21.623)
(Green Fees 447,000 354 492 (92,508)
Total operating revenues 1,027,000 - 854,037 (132,963)
OPERATING EXPENDITURES
Administration 1,052,205 053,615 98,586
Total operating expenses 1,052,205 053,619 98,586
Operating income {loss) (25,203) (59,582} (34.377)
NONOPERATING REVENLUES
Investment Earnings L1000 2.215 1,215
Total nonoperating revenues 1,000 2215 1,215
Revenuss under expendinires before
other financing sources {24,205) (57,367) (33,162)
OTHER FINANCING SOURCES
Appropriated fund balance 24,205 - (24.205)
Revenues and other financing sources
under expenditures 4 - {57,367) 5 (57.367)
Reconciling items:
Depreciation 42,695

Change in nef assets
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Agency Fund

The Agency Fund has been established to account for transactions processed and balances
held by the City in its capacily as agent for other entitics. The Financial Statement of the
Agency Fund represents the changes in assets and liabilities of the City’s Agency Fund.

Agency - Civic Center Fund is the box office operation at the Civic Center.



CITY OF ASHEVILLE
AGENCY FUNDS

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE YEAR ENDED JUNE 30, 2007

Balance Balance
Sy 1, June 30,
CIVIC CENTER AGENCY FUND 2006 Additions Deductions 2007
Assets:
Cash and investments L 102404 £.350,302 £ 452,706
Liabilitics;
Accounts payable and accrued
lisbilitics _§ 102,404 $350302 § - 85 432706 .
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Other Supplemental
Information

This section contains additional information on property taxes for the year ended June 30,
2007.

o Schedule of Ad Valorem taxes receivable.

e Analysis of Current Tax Levy and Secondary Market Disclosures City-Wide Levy.



CITY OF ASHEVILLE
SCHEDULE OF AD VALOREM TAXES RECEIVABLE

JUNE 30, 2007
Fiscal Year Collections
Year Taxes and Taxes
Ended Reaceivable Orther Receivable
June 30, 2007 July 1, 2006 Additions Reductions (a) June 30, 2007
1997 5 73,245 F - 3 61,637 5 11,608
1998 58,347 - (18,340) 76,687
1999 47,381 - 1,743 45,638
2000 52,523 o 2,298 50,225
2001 70,976 _ - 12,951 58,025
2002 71,203 - 4,476 66,729
2003 109,387 - 9223 100,164
2004 27,003 7.948 70,055
2005 125,134 - 19,249 105,835
2006 312,554 203,874 108,630
2007 - 41,675,282 41,414,478 260,804
TOTALS 8 1,007,755 § 41,675,282 b 41,719,537 963,500
Less: Allowance for uncollectible accounts:
General Fund 781,387
Ad valorem taxes receivable-net % 181,913
NOTES:
(a) Reconcilement to revenues collected:
Revenue - General Fund b 41,263,802
Tax penalties collected (98.,631)
Taxes written off 61,637
Releases 529,409
Other Reconciling ltem (36,680)
Collections and other reductions 5 41,719.537
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CITY OF ASHEVILLE

ANALYSIS OF CURRENT TAX LEVY AND SECONDARY MARKET DISCLOSURES

CITY - WIDE LEVY

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

City - Wide Total Levy
Property
excluding
Property Registered Registered
Waluation Total Maotor Mvlotor
(000's) Rate Levy Vehicles Wehicles
Original Levy:
Property taxed at current
year's rate 5 8,1354%0 § 042 § 38,733,158 5 36,211,385 § 2.3521.773
Discoveries:
Current year laxes 764,086 042 3,238,197 3,238,197 -
Penalties - 28,519 28,519 -
Abatements (156,929) (324,593) (248,777) (75,816)
Total Property Valuation _$ 9,746,647
Net Levy 41,675,282 39,229,324 2,445,957
Uncollected taxes at June 30, 2007 (260,804) (101.245) (159,559)

Current vear's taxes collected (a)

Current levy collection percentage

Secondary Market Disclosures:

Assessed Valuation: (dollars in thousands)

Assessment ratio

Real property

Personal property

Public service companies

S 41414478

99.37%

¥ 39128079 3 2386398

59.74% 93.48%

Total Assessed Valuation (dollars in thousands)

Tax Rate per $100
Total Tax Levy
(a) Excludes interest and cost collections

Source: Buncombe County Tax Collector

100

100 %
5 B430384
1,126,837
185,426

5,740,647

0.42

3 41,675,282
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STATISTICAL SECTION
(Unaundited)

This part of The City of Asheville's comprehensive annual financial report presents detailed
information as a context for understanding what the information in the financial statements,
note disclosures, and required supplementary information say about the government's overall
financial health.

Contents

Financial Trends
These schedules contain trend information to help the reader wnderstand
how the government's financial performance and well-being have
changed over time.

Revenue Capacity

These schedules conlain information to help the reader assess the
government's most significant local revenue source, the property tax.

Debt Capacity
These schedules present information to help the reader assess the
affordability of the government's current levels of outstanding debt and
the government's ability to issue additional debt in the future.

Demographic and Economic Inlormation
These schedules offer demographic and economic indicators to help the
reader undersiand the environment within which the government's
financial activities take place.

Operating Information
These schedules contain service, water system, and infrastructure data to
help the reader understand how the information in the governmment's
Jinancial report relates to the services the government provides and the
activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual
financial reports for the relevant year,



Governmental activitias
Invested in capital asscts, net of
related debt
Restricted
Unrestricled
Total governmental activiticy oot assels

Business-type aclivities
Invested in capital assets, net of
related debl
Restricted
Unrestricted
Total business-type activitics not assets

Primary govemmenl
Invested in capital assets, net of
related debt
Restricted
Unrestricted
Total primary government net asscts

CITY OF ASHEVILLE
NET ASSETS BY COMPONENT

Last Five Fiseal Years

(accroal basis of aecounting)
(amounts expressed in thousands)

Fiscal Year
2003 2004 2005 Z006 2007

$ 173740 £ 173149 168,950 173.599 £ 166,595
31 5,750 5,774 12076 T2T2

L7 23,714 28,301 27,118 44 754

£ 204788 $ 204,613 203,065 212,793 £218.621
b 61,794 % 73087 B, 280 92,319 £ 99,339
22904 24 951 25 480 29,832 39,540

b 84,758 % 100,068 105,760 122,351 §138.879
5§ 235534 £ 248236 249,270 266,118 5265934
31 5,750 5,774 12,076 7272

33,981 50,695 53,781 36,950 84,294

5 JE9.548 5 304,681 308,825 335,144 £357,500
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CITY OF ASHEVILLE
NET ASSETS BY COMPONENT
Last Five Fiscal Years
(accruaf basis of aceounting)
{amounts expressed in thousands)

Fiscal Year
2003 2004 2005 2006 2007
Expenses
Crovernmental activities:
General government £ 24243 £ 2L148 £ 14,782 b 16,033 $ 18249
Public safety 26,370 30,513 31,480 33384 34,454
Highways and streets 4,800 3,631 22,399 21L076 21,239
Environmental protection 5,190 3023 - - -
Eeonomic development 3,577 1,513 2181 4,785 3,520
Culture and recreation 3,801 5,120 7,347 7783 9.767
Intercst on long-term debt 1,440 1,341 1,182 1,179 1,243
Total governmental activitics cxponses 71421 7233 §2.371 83,240 o0,872
Business-type activities:
Water resources 17,106 20,624 21,053 20,194 20,617
Civic cenler 2,003 2,669 2,361 2,252 2220
Festivals Bl L1121 L1067 1270 1,315
Parking services Lol6 1,348 1,364 1,249 1,330
Mazs transit 3,575 3715 3,978 4,262 4,633
Stormwater - - - 1,995 2,500
Goll Courss - - - £84 007
Tiptal business-tvpe achvities expenscs 24501 29537 29.813 32106 33.612
Total pnmary government sxpenses £ 95922 5 101,863 5 112,184 § 115346 £124 484
Frogram Revenues
Crovemmental activities:
Charges for scovices:
General government b3 B9l h 6,720 5 &.002 b 9255 § B766
Public safery 4,529 5,074 3415 2,381 3,747
[ither activities 373 213 1886 3029 3,140
Orperaling grants and coninbutions 5,782 6,786 9.353 6,645 6,578
Capital grants and contributions 498 163 3d6 2,807 2374
Total governmental activitics program revernues 19,873 19,256 21502 24,707 24,605
Business-type activities:
Charges for services:
Walsr resources 32,593 x2.795 23,174 23,992 30,465
Civic center 1,09% 1,302 1,798 1,526 1,556
Festivals 463 425 701 1,033 Bol
Parking services 2,120 2,594 2,320 2,383 2870
Mass transil 392 680 671 752 968
Stommwsaler - - - 2,357 3,035
Golf Course - - - #39 £94
Owpcrating grants and contributions 1,597 1,884 2,501 2171 2374
Capital grants and contributions 255 2,077 2,165 4,137 3,371
Total business-fype activities program revenue 28,724 31,766 33,330 32,190 46,601
Total primary govemnment program revenue § 48597 £ 51022 & 55032 § 6387 $ 71,208
Mel {expense) / Tevenue:
Governmental activities 5 (5L548) S5 (53075 & (60860 8 (58333) 3 (66.24T)
Business-type activities 4,223 2229 3717 7084 12,980
Total primary government net expense 5 (47325 & (508d6) F (57151 8 (531449 5 {(53277)
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CITY OF ASHEVILLE
NET ASSETS BY COMPONENT (continued)
Last Five Fiscal Years
{accrual hasis ol aceounting)
(amounts cxpressed in thousands)

Fiscal Year
2003 2004 2005 2006 2007
General Revenues and (ther Changes in
Met Assets
Ciovernmental activities:
Taxes
Property taxes § 34988 5 33847 £ 3307 5 36914 41,25
Sales taxes 12,028 13,571 14,545 16,107 17,390
Other taxes 4,669 6,636 8,237 6,086 6,163
Unresiricted grants and contributions 7433 250 222 1,059 1,513
Investment earnings and miscellaneous 1,398 1.513 2407 2,724 3,127
Gain on sale of capital assets 1038 167 97 126 (8%
Special item - - - 7,189 5,044
Transiers (1349 (1.,853) (1,541} (1.943) (2317}
Total governmental activitics 38,975 34261 58,600 68,262 72094
Business-type activities:
Investment earnings and miscellangsous [2,666) 656 - 542 1171
Crain on sale ol capilal assets 453 45 34 17 i1
Special item - - - 7,004 -
Transfcrs 1.844 1,883 1.941 1,943 2317
Total business-tvpe activities (324) 2,624 1,975 9,506 3.539
Total primary government 5 58691 § 36,385 60641 5 77768 5§ 73,633
Change in Net Asseis
Governmental activitics b T.427 b 1,186 £ {2,203y § 8,729 £ 5828
Business-type activities 3,899 4,853 5,602 16,590 16,529
Tolal primary government g 11325 b 6,039 ] 3,489 £ 26319 § 22357
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CITY OF ASHEVILLE
GENERAL GOVERNMENTAL TAX REVENUNES BY SOURCE
{modified accrual basis of accounting)
(amounts expressed in thousands)

Fiseal Loeal
Ycar Ad Option Payment
Ended Valorem Sales in Lien Other
June 30 Taxes Tax (a) of Taxes (a)  Taxcs (a) Total

1998 22,230 MIA N/A 14,441 36,671
1999 25,104 NA NiA 9,609 34,713
2000 25,740 MN/A N/A 10,401 36,141
2001 © 27962 1A N/A 10,753 38,757
2002 28,930 N/A N/A 11,114 40,046
2003 33,013 11,733 1,282 220 46,243
2004 34,617 13,571 1,255 271 49,714
2005 35178 14,545 1,265 271 51,259
2006 36,874 16,107 67 308 53,356
2007 41,264 17,399 139 321 39,123

{a} Prior to FY2003 all taxes except Ad Valoren: were reported as other taxes.
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Fiscal
Year
14998
1999
2000
2001
2002
2003
2004
2005
2006

2007

DIRECT AND OVERLAPPING GOVERNMENTS

City of

Asheville

0.57

0.52

0.56

0.53

0.53

0.53

0.42

CITY OF ASHEVILLE
PROPERTY TAX RATLE

Last Ten Fiscal Years

County of

Buncombe
0.73
0.63
0.63
0.63
0.59
0.59
0.39
0.59
Q.59

0.53

Source: Buncombe County Tax Collector
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s

Asheville
School
District

0.20
0.20
0.20

0.:20

Maximum
Combined

Rate

1:3%

138

1:32



Progress Energy/CP & L
Ingles Markets

Sonopress Inc.

Jack Tar Hotels

Bellsouth Telephone
Biltmore Company

Asheville LLC

Southeastern Container
Borgwarnere Turbo Systems
Waterfall Investment Group LLC
BASF Cuorporation

ITT Automotive

RBR & 5T

PRINCIPAL PROPERTY TAXPAYERS

(amounts expressed in thousands)

CITY OF ASHEVILLE

JUNE 30, 2007

FPercentage of

Percentage of

Source: Buncombe County Tax Collector
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2006 Total Taxahle 1998 Total Taxable
Assessed Assessed Assessed Assessed
Valuation Rank Value Valuation Rank Value
£ 400,914 1 1.53% § 175,130 1 1.74%
139,550 2 0.33% 93.119 3 0.92%
104,867 3 0.40% 69,966 6 0.69%
102,512 4 0.39% 39,143 7 0.59%
04 288 3 0.36% 109,132 2 1.08%
91,393 f 0.35% 43,867 8 0.43%
75,880 i 0.29% . =
60,979 8 0.23% 89.670 4 (.89%
60,843 9 0.23% - -
39,947 10 0.23% -
2 - 72,766 5 0.72%
- - 39,832 9 0.39%
- - 36,733 10 0.36%
“§ 1,191,173 4.35% § 789378 7.82%



CITY OF ASHEVILLE
PROPERTY TAX LEVIES AND COLLECTIONS
Last Ten Fiseal Years
{amounts expressed in thousands)

Collected within the

Fiscal Year Total Tax Fiscal Year of the Levy Current Collections in Total Collections to Date
Ended Levy for Percentage Outstanding Subsequent Pereentage

June 30 Fiscal Year Amount of Levy Balance Years Amount of Levy
1958 22,146 2L770 98.3% 77 299 22,069 99.7%
1999 23,099 24,761 9B.7% 46 292 25,053 99.8%
2000 25.628 23,272 98.6% 50 304 23,378 99.8%
2001 28,033 27,696 98.8% 58 279 27.975 G980
2002 28,936 28,571 08.7% 67 293 28,809 00.8%
2003 33,118 32,641 98.6% 100 k) 33,018 59T
2004 34273 339 99.0% 79 273 34,194 G0 894
2005 35,443 35,091 99.0% 106 246 35,337 99.7%
2006 36,870 36,557 09 2%, 109 204 16,761 99.7%
2007 41.673 41,414 99.4% 261 - 41,414 89.4%
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CITY OF ASHEVILLE
RATIOS OF GENERAL BONDED DERT OUTSTANDING
Last Ten Fiscal Years
(amounts expressed in thousands, except per capita amount)

Percentage of

Estimated
General Actual Taxable

Fiscal Obligation Value of Per

Year Bonds Property Capita
1998 13,375 0.35% 195
1999 12,749 0.27% 187
2000 11,738 0.24% I71
2001 12,808 0.25% 186
2002 11,818 0.22% 169
2003 10,488 0.16% 147
2004 8,101 0.14% 125
2005 7,676 0.11% 104
20046 6,057 (L09% 81

2007 4,455 0.03% 39
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CITY OF ASHEVILLE
DIRECT AND OVERLAPPING GOVERNMENTAL ACTIVITIES DEBT
AS OF JUNE 30, 2007
{amounts expressed in thousands)

Estimated
Estimated Share of
Debt Percentage Overlapping
Governmental Unit Outstanding  Applicable (1) Debt
Debt repaid with property taxes: County
Subtotal, overlapping debt £ 85470 26.79% b 22 897
City of Asheville direct debt 4,455 100.00% 4,455
Total direct and overlapping debt 5 B9.925 b 27.352

Mote: Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the city,
This schedule estimates the portion of the outstanding debt of those overlapping governments that is borne by the
residents and businesses of the City of Asheville. This process recognizes that, when considering the government's
ability to issue and repay long-term debt, the entire debt burden bome by the residents and businesses should be
taken into account. ITowever, this does not imply that every taxpayer is a resident, and therefore responsible for
repaying the debt, of each overlapping government,

(1) The percentage of overlapping debt applicable is estimated using taxable assessed property values. Applicable

percentages were estimated by determining the portion of the county's taxable assessed value that is within the
government's boundaries and dividing it by the county's total taxable assessed value.
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CITY OF ASHEVILLE
DEMOGRAPHIC AND ECONOMIC STATISTICS
Last Ten Fiscal Years

113

Personal FPer
Income Capita
Fiscal {amounts expressed Personal School Unemployment
Year Mapulatinn (2) in thousands) Income (b) Enrollment {c) Rate (d)
1993 68,500 1,672,830 24 421 4217 3.3%
1999 68.133 1,703,938 25,000 4,216 23%
2000 68,370 1,792,557 26,142 4,030 33%
2001 68,899 1,821,276 26,434 3,937 4.4%
2002 69,726 1,833,007 26,290 3.904 5.4%
2003 71,448 1,B75,581 26,251 3264 5.2%
2004 72.669 1,999 706 27,518 3,826 4.5%
2005 73,719 2,096,547 28.432 3.859 4.6%
2006 74,599 2,256,829 30,789 3,850 J.6%
2007 75,947 () {c) 3.39 3.5%
{a) City ot Azheville Planning Department
(b) US Department of Commerce, Bureau of Economic Analysis
(c) Asheville Area Chamber of Commerce
(d) Department of Labor statistics
(e} Not available



Lmplover

Mission Health & [lospitals
Buncombe Counly Schoopls

State of North Carolina

Inglcs Market Inc.

Buncombe County Government
Asheville VA Madical Center

City of Ashevills

The Grove Park Inn Resort & Spa

The Biltmore Company

Asheville Buncombe Community College
Wal-Mart

Asheville City Schoals

Community Carepariners [me,

Eaton Corporation-Cutler Hammer Ine.
Emplayment Control Lne.

LIS Alrways Express

Borg-Wamer Turbo Systems

U'S Postal Scrvices

Sonopress Inc.

Advantage Home and Community Care Inc.

Owen Manufaoturing

CITY OF ASHEVILLE
PRINCIFAL EMPLOYERS®

2007

Hank

e = o I O R

e et
= = R R e P L R ™

Employment
Range

1,000 +
1,000 +
1,000 +
1000 +
L0000+
1,000 +
1,000 +
1004} +
F00-999
500-950
S00-959
SO0
300-955
00-999
S00-999
SO0-999
FIHY-99%
J0-099
50H-999

Industrv

Education and [ealth Services
Education and Health Services
Public Administration

Trade, Transportation, and Utilities
Public Administration

Education and [Tealth Services
Public Administralion

Leisure and Hospitality

Leisure and Hospitality

Education and Health Services
Urade, Transportation, and Utilities
Education and Health Services
Education and Health Services
Manufacturing

Professional and Business Services
Trade, Transportation, and Utilities
Manufucturing

Trade, Transportation, and Utilities
Manufacturing

Education and Health Services
Manufacturing

Source: Employment Security Commission of North Caroling, Labor Market Information Division,

Buncombe County

Mote: 2006 is the base vear [or this information.
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2016
Employment
Ranlk Hange

| 1,000+
2 1,000+
3 1,000 +
4 1,000 +
-] 1,000 +
6 1,000+
7 1,000+
10 F00-909
11 300559
9 300-999
8 1000+
L3 500-999
I2 500-99%
14 00999
16 500-999
15 500-999
17 300599
13 300-599
19 500-599



CITY OF ASHEVILLE
FULL-TIME EQUIVALENT CITY GOVERNMENT EMPLOYEES BY FUNCTION

Full -time Equivalent
Employees as of

June 30, 2007
Funetion
General government 198
Public Safety
Police
Officers 198
Civilians 53
Fire
Firefighters and officers 219
Civilians 2
Highway and streets
Engineering 42
Maintenance 120
Sanitation 37
Culture and recreation 144
Water 135
Total 1,148

Source: City of Asheville, Human Resources Department
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CITY OF ASHEVILLE

WATER SYSTEM STATISTICS (a)

Fiscal
Year Single
Ended Family
June 30, Residential

1998 37,418
1994 37.734
2000 38,114
2001 38,936
2002 39.808
2003 40,726
2004 41,575
2005 42,525
2006 43,660
2007 44,899

WATER CUSTOMERS
Last Ten Fiscal Years

Multi-
Family Commercial/

Residential Industrial Total
1,162 3,771 42,351
1,414 3.901 43,049
1,422 3,927 43,463
1,415 3,961 44316
1.439 4,086 45,333
1,475 4,006 46,207
1,488 4,057 47,120
1,494 4,172 48.191
1,509 4377 49,546
1,523 4.481 50,903

(a) City of Asheville Water Resources Department
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CITY OF ASHEVILLE
PRINCIPAL WATER CUSTOMERS (a)
FOR THE YEAR ENDED JUNE 30, 2007

Percentage of

Total Water
Customer Type of Business Consumption  Revenue Revenues
Anvil Knitwear Dyeing/Finishing 381,468 § 519,169 1.70 %
Mission Ilospitals Hospital 136,479 311,642 1.02
Colbond Texiéle 212,527 293,922 97
Grove Park Inn Resort 77,263 225,767 74
Town of Biltmore Forest Wholesale - Township 34,877 170,897 56
Milkco Food Processing 76,142 154,196 Sl
Woodfin Water / Sewer District  Wholesale - Township 62,148 125,918 A1
Town of Black Mountain Wholesale - Township 72,561 120,414 A0
Givens Estates Retirement Community 38.990 118,130 39
Biltmore Estate Leisure and Hospitality 63,288 114,569 38

(a) City of Asheville Water Resources Department
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Compliance Section

This section contains various schedules as required by the U. S. Office of Management and
Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and other state agencies. It also contains the Independent Auditors’ reports on
compliance and controls as required by the standards applicable to financial audits contained
in Governmeni Auditing Standards, issued by the Comptroller General of the United States,
OMB Circular A-133, and the North Carolina State Single Audit Implementation Act.



City of Asheville

Schedule of Expendimres of Federal and State Awards

For the Year Ended June 30, 2007

Federal Pass-1Through
Grantor/Pass-Through CroA Grantor's Federal Srate Tutal
Grantor/Trogram Title Number Mumber Expenditures Expenditures FExpenditures
Federal Awards
1.5, Department of Transportation
hirect Programs:
Federa] Transit Authority Capital
and Oiprerafimg;
Federal Transit Formula Granl 20,307 B % 1,540,530 5 - % 1,540,530
Capital Tnvestment Grant 20300 - 1,338,231 - 1328231
Capital Improvement CGrant - Garage Roof 20,000 - 73,263 - 73,263
Pazscd through NCDHIT:
Mighway Plamming & Construction Grant 20,205 - 100,544 - 100,546
Frderal Iransit Metropolitan flanning Grant 20,503 - 1.575 447 B.322
Formula Grants for other than Urbanized
Arcas 20,505 - 51,513 51,515 103,028
NC Govemors Highway Safety Grant 20,605 137(B)2-05-14-g 7479 - 7479
Total U .5, Department of
Transpomation 3,111,137 52,4562 3,163,569
U5, Department of Housing
and Urhun Development
Direct Programs:
Community Development Block
Grant Program/Entitlement Grants 14,218 B-02-MC-370001 1,605 807 - 1,605,807
Fair Housing Assistance Program--
FHAFP 14.401 FE204EK 044018 6,640 96,640
HOME Progrém 14.230 M-02-DC-370201 1,590,419 . 1,590,419
Outstunding Section 108 loan balumees 14221 1,134,172 = 1,134172
Tastal T1L5. Depirtment af
Housing and Tirban Developrment 4447038 - 44471338
U. 8, Department of Agriculire
Passed through NC Dept of Health & Human
Semvices- Div of Matemal & Child Health,
Aller School Program Food Service 10.55% TI7 15,565 - 15,363
Total 11,5 Department of Agriculiure 15,365 - 15,365
L. 5 .Department of Justice
Direct Programs:
Jugtice Assistant Grant - BJA 16738 DIEELS0E 53,641 - 53,641
Bullelproof Vest Program 16607 - 13,809 - 13,5309
Weed & Seed Grant 16,3495 52,714 52,714
Total 17, 5. Department of Tustice 120,164 - 120,164
{continued)



City of Asheville

Schedwle of Expenditwres of Feleral and State Avwards

Fur the Year Ended Juone3d, 1007

Federal Pass-Through
Grantor/Fass-Through CFDA Grantor's Federal State Total
Grantor/Program Title MNoumhber Number Expenditures Expenditures Expenditures
1. 5. Department of Homeland Security
Thirect:
Aszsiztance to Firefighters Griml Q7.044 - 149,703 - 144,703
Passed through MC Dhepartment of Crime Control &
Public Safely
VIPER Granl 97.06T  24904-2B010340 144,000 - 144,000
Passed through NC Emergency Management
Public Assistance Grant 97.036 - 8E1.842 - 881,842
Total 11.5. Deparmeent of Homelmd Security 1,175,545 - 1,175,545
State Awards
N. C. Department of Transportation
Direct Programs:
Fowell Bill MNiA - - 2,282 069 2,282,069
Ride Share NiA - - 39114 3% 114
State Maintenance Assistance Program NfA SMAFP - 720,206 720,206
Transportation emand Management NiA - - 28,211 28221
Total M.C.Department of Transportation - 3.069.610 3,068,610
M. C, Department aof Mealth and
Human Services
Dhirect Programs:
Senior Dutreach MiA - - 21,816 21,816
Total N.C. Department of Health and
Human Scrvices - 21816 21,816
N. C. Department of Environment and Natural
HResources
Direct Programs:
Cilenn's Creeke Parkway NiA PO5112 - 50,000 30,000
Special Approprations-WHNC Nature Center A - - 112,879 112,879
High Unit Cost Grant - DEITOR30 BYA DERNF30 - 172,252 | 72,252
Total M.C, Department of Environment,
Health, and Nameal Resources - - 335131 135,131
N.C. Department of Crime Control and Public Safety
Passed through NC Ruml Development Center
Hurricans Recovery Bussiness Area Redevelopment
Flanming Grant A - = GE6, 1590 6Ra,190
Total Federal and State Awards Expended § R.869.249 5 4,165,209 13.034.458
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NOTES TO THE PRECEDING SCHEDULE;

CITY OF ASHEVTLLE
Schedule of Expenditures of Federab and $iate Awards

For the Year Ended June 30, 2007

| . Significant Accounting Policicy

Ihe accompanying schedule of expenditures of Federnl snd State awards includes the Federal and State
grant activity of the City of Asheville and is presenied on the modified acerual basis of secounting. The
information in this schedule is presented in accordance with the requirements of OMB Cireular A-133,

Audits of States. Local Governments, and Non-Profil Orgsnizations, and the State Single Audit

Implementation Act, Therefore, some amounts présented in this schedule may differ from amounts presented
in, or used in, the proparation of the basic finaneial statoments.

2. Federal and State Awards Which Have Been Passed Through to Sub recipients

Sub recipient

Tenant-Based Rental Assistanes
MHO - Griffin Apts
MHO = Crowell Park

MU - Clingnman Avenue Apariments

MIIC) - Cllen Rock Apuriments
MIICY - Glen Rock Pre-development

MHCO - Self-Help Homeownership - Bune: Co.
Buncombe Co, - Rural Housing Fehab

Buncombe Co, - Our Mext Generation
HAC - Mainstay Manor

HAC - Highland View Apamments
HAC - Sugar Hill Apartments

HAC - Homeownership Assistance
Henderson Co. Habitat - Shuey Knolls

Madison Co. Owner - Occupied Rehab

WCCA - English Hills Apartments

American Dream Down payment Assistance

General Program Admin

Member Government Administralion
CHDO operating expenses

Friends of the Nature Center

Total

Program Name

HOME Tnvestment Partnerships
HOMT Tnvestment Partnerships
HOMT, Tovestment Partnerships
HOMT: Investment Parmerships
HOME Investment Partnerships
HOME Investment Partnerships
HOME Investment Martnerships
HOME Investrment Partnerships
HOME Investment Partnerships
HOME Investment Parinerships
HOME Investment Partnerships
HOME lovestnent Parinerships
HOME lovestment Parinerships
HOME Investment Partnerships
HOME lnvestment Partnerships
HOME Investrent Partnerships
HOME Investment Partnerships
HOME Investment Partnerships
HOME Investment Partmerships
HOME Investment Parmerships
Special Appropriations-WHC
Mature Center

See the accompanying Independent Auditors” Report .

Federal
CFDA
Number

14239
14.239
14.239
14.230
14,239
14.239
14.239
14,239
14.239
14.239
14.239
14.239
14,239
14.239
14.23%
14234
14239
14.23%
14.239
14.239

State
Ex E:n:litul‘es

5 MAT6 8 Z
1000 z
285,768 :
£3,534 =
85,231 .
50,000 -
79,000 -
36,472 Z
22,400 -
67,135 =
1,826 &
348,548 c
5400 -
59,213 -
143,365 -
1,000 -
53,000 £
132,936 :
7,950 =
92,679 "

Federal
Expenditures

- 44,660

5 1671933 % 84,660




CITY OF ASHEVILLE
Schedule of Revenue and Expenditures -- High Unit Cost Grant--
Project Mumber DEH0930

From Inception and the Year Ended June 30, 2007

Prior Current Project
Years Year to Date
Sources of Funds:
MSD Reimbursement 2,200 ) 2.200
State Funds 2,270,143 172,252 2,442,395
Total Revenues $ 2,272,343 $ 172,252 3 2444595
Construction Cost:
WC0201 b 583,484 $ = $ 583484
wCo202 613,090 - 613.090
WC0203 623,259 172,252 795,511
Administrative Expense:
Prolessional Services 435,418 - 435418
Advertising 1,062 - 1,062
Lepal Fees 13,045 - 13,045
Enginecring Fees 3,296 - 3,296
License, Taxes & Fees 96 B 96
Other
Right of Ways 4,100 - 4,100
Total Expenditures $  2.276,850 b 172,252 § 2449102
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DIXOMNMN HUGHES -
Canified Pusilc Accoontanis and Advsors

Report On Internal Control Over Financial Reporting And On Compliance and
Other Matters Based On An Audit Of Financial Statements Performed In
Accordance With Govermment Auditing Standards

City of Asheville
Aszheville, North Carolina

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregated remaining fund information of the
City of Asheville, North Carolina (the “City™), as of and for the year ended June 30, 2007 which
collectively comprises the City’s basic financial statements, and have issued our report thercon
dated October 31, 2007. We did not audit the financial statements of the City of Asheville ABC
Board. Those financial statements were audited by other auditors whose report thereon has been
furnished to us, and our opinion, insofar as it relates to the amounts included for the City of
Asheville ABC Board, 1s based solely on the report of the other auditors. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. The financial statements of the City of Asheville
ABC Board were not audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s intemmal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control over financial reporting.

Our consideration of the internal control over financial reporting was for limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified a deficiency in internal control over
finaneial reporting that we consider to be a significant deficiency.

A control deficiency exists when designed or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the City’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with accounting principles generally
accepted in the United States of America such that there is more than a remote likelihood that a
misstatement of the City’s financial statements that is more than inconsequential will not be
prevented or detected by the City’s internal control. We consider Finding 2007-1 described in the
accompanying schedule of findings and guestioned costs to be a significant deficiency in internal
control over financial reporting.
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City of Asheville
Page Two

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the City’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material weaknesses.
However, we consider the significant deficiency described above to be a material weakness.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City’s financial statements are free

of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, non-compliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of non-
compliance or other matters that are required to be reported under Government Auditing
Standards.

The City’s response to the finding identified in our audit is described in the accompanying
corrective action plan. We did not audit the City’s response and, accordingly, we express no
opinion on it.

We noted certain matters that we have reported to management of the City in a separate letter
dated October 31, 2007.

This report is intended solely for the information and use of the members of City Council,

management, others within the organization, and federal and State awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these

specified parties.

Dixoun Hghus PLLC

October 31, 2007
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DIXOMNMN HUGHES
Cartifiad Prblic Accountants and Advisars

Report On Compliance With Requirements Applicable To Each Major Federal
Program And Internal Control Over Compliance In Accordance With OMB
Circular A-133 and the State Single Audit Implementation Act

City of Asheville
Asheville, North Carolina

Compliance
We have audited the compliance of the City of Asheville, North Carolina (the “City™), with the

types of compliance requirements described in the U. 8. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement and the Audit Manual for Governmental
Auditors in North Carolina, issued by the Local Government Commission, that are applicable to
each of its major federal programs for the year ended June 30, 2007. The City's major federal
programs are identified in the sumtnary of auditors’ results section of the accompanying schedule
of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each of its major federal programs is the responsibility of the
City’s management. Our responsibility is to express an opinion on the City’s compliance based
on our audit,

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMBE Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and
the State Single Audit Implementation Act. Those standards, OMB Circular A-133, and the State
Single Audit Implementation Act require that we plan and perform the audit to obtain reasonable
assurance about whether non-compliance with the types of compliance requirements referred to
above that could have a direct and material effect on 2 major federal program occurred. An audit
includes examining, on a test basis, evidence about the City's compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances, We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination on the City’'s compliance with those requirements.

In our opinion, the City of Asheville complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June
30, 2007. However, the results of our auditing procedurcs disclosed one instance of non-
compliance with those requirements that is required to be reported in accordance with OMB
Circular A-133 and the State Single Audit Implementation Act, and which is described in the
accompanying schedule of findings and questioned costs as Finding 2007-2,

Internal Control Over Compliance
The management of the City is responsible for establishing and mamtaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable

500 Ridoefield Courd
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City of Asheville
Page Two

to federal programs. In planning and performing our audit, we considered the City's internal
control over compliance with requiremnents that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the City’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect non-compliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies that adversely affects the entity’s
ability to admunister a federal program such that there is more than a remote likelihood that non-
compliance with & type of a compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material non-compliance with a type of compliance
requirement of a federal program will not be prevented or detected by an entity’s internal control,

QOur consideration of the internal control over compliance was for the limited purpose deseribed
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

This report is intended solely for the information and use of the members of City Council,
management, others within the organization, and federal and State awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these

specified partics,

Dixorn Highes PLLC

October 31, 2007
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Certifled Public Atcountznts and Advisors

Report On Compliance With Requirements Applicable To Each Major State
Program And Internal Control Over Compliance In Accordance With Applicable
Sections of OMB Circular A-133 and the State Single Audit Implementation Act

Cily of Asheville
Ashewville, North Carolina

Comipliance
We have audited the compliance of the City of Asheville, North Carolina (the “City”), with the

types of compliance requirements described in the Audit Manual for Governmental Auditors in
North Carolina, issued by the Local Government Commission, that are applicable to each of its
major State programs for the year ended June 30, 2007. The City's major State programs are
1dentified in the summary of auditors’ results section of the accompanying schedule of findings
and questioned costs. Compliance with the requirements of laws, regulations, contracts and
grants applicable to each of its major State programs is the responsibility of the City’s
management. Our responsibility is to express an opinion on the City’s compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
applicable sections of OMB Circular A-133, as deseribed in the Audit Manual for Governmental
Auditors in North Caroling, and the State Single Audit Implementation Act. Those standards,
applicable sections of OMB Circular A-133, and the Statc Single Audit Implementation Act
require that we plan and perform the audit to obtain reasonable assurance about whether non-
compliance with the types of compliance requirements referred to above that could have a direct
and material effect on a major State program occurred. An audit includes examining, on a test
basis, evidence about the City's eompliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination of the City’s
compliance with those requirements.

In our opinion, the City complied, in all material respects, with the requirements referred to
above that are applicable to each ol its major State programs for the year ended June 30, 2007.

Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable
to State programs. In planning and performing our audit, we considered the City's internal
control over compliance with requirements that could have a direct and material effect on a
major State program in order to determine our auditing procedures for the purpose of expressing
our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness
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City of Asheville
Page Two

of internal control over compliance.. Accordingly, we do not express an opinion on the
effectiveness of the City's internal control over compliance.

A control deficiency in an entity’s intemmal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect non-compliance with a type of
compliance requirement of a State program on a timely basis. A significant deficiency 18 a
control deficiency, or combination of control deficiencies that adversely affects the entity’s
ability to administer a State program such that there is more than a remote likelihood that non-
compliance with a type of a compliance requirement of a State program that i3 more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material non-compliance with a type of compliance
requirement of a State program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses, We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

This report is intended solely for the information and use of the members of City Couneil,
management, others within the organization, and federal and State awarding agencies and pass-

through entities and is not intended to be and should not be used by anyone other than these
specified parties.

Dixewn Hyghus PLLC

October 31, 2007
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CITY OF ASHEVILLE, NORTH CAROLINA
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2007

Section I--Summary of Auditors’ Results

Financial Statements
Type of auditors’ report 1ssued: unqualified
Internal control over financial reporting:
e Material weakness(es) identified? X yes
¢ Significant deficiencies identified that
are not considered to be matenal

weaknesses? yes

Non-comphance material to financial
statements noted? yes

Federal Awards

Internal control over financial reporting:

e Material weakness(es) identified? yes
e Significant deficiencies identified that

are not considered to be material
weaknesses? yes

no

none reported

no

no

none reporied

Type of auditors’ report issued on compliance for major federal programs: unqualified

Any audit findings disclosed that are
required to be reported in accordance
with Section 510(a) of Circular A-1337 X yes

(134)
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CITY OF ASHEVILLE, NORTH CAROLINA
Schedule of Findings and Questioned Costs, Continued

For the Year Ended June 30, 2007

Identification of major federal programs:

CFDA Number Name of Federal Pragram or Cluster
14.239 HOME Program
20.500 Federal Transit Capital Investment Grant
14,248 Section 108 Loan Program
Dollar threshold used to distinguish
between Type A and Type B Programs. $§ 300,000
Auditee qualified as low risk auditee? X yes no
State Awards

Internal control over major State programs:
e Matenal weakness(es) identified? yes X no
e Significant deficiencies identified that
are not considered to be material
weaknesses? yes X none reported
Any audit findings disclosed that are
required to be reported in accordance
with Section 510(a) of Circular A-1337 yes X no
Type of auditors’ report issued on compliance for major State programs: unqualified
Identification of major State programs:

Program Name

Powell Bill
Business Development Grant

(continued)
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CITY OF ASHEVILLE, NORTH CAROLINA

Schedule of Findings and Questioned Costs, Continued

For the Year Ended June 30, 2007

Section II—-Financial Statement Findings

Finding: 2007-1 Bank Reconciliations

MATERIAL WEAKNESS

Criteria:

Condition:

Effect:

Cause:

Recommendation:

Management’s Response:

Cash balances recorded in a government’s accounting system
should be reconciled monthly to cash balances reported by
financial institutions.

We noted erromeous reconciling items on four different
versions of the bank reconciliation for the main operating
account that later led to the discovery of a duplicate entry
recorded to cash in the amount of $947,042.

Cash in the Mass Transit Fund was overstated by $947,042.

Improper supervision and review of staff by manager with
direct over-sight responsibility.

We recommend the City review its bank reconciliation
procedures and make necessary changes to ensure cash

balances are properly reconciled each month.

See Corrective Action Plan.

(continued)
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CITY OF ASHEVILLE, NORTH CAROLINA

Schedule of Findings and Questioned Costs, Continued

For the Year Ended June 30, 2007

Section III--Federal Award Findings and Questioned Costs

Finding: 2007-2 Inspection of HOME Projects

US Department of Housing and Urban Development (HUD)

Program Name: HOME
CFDA 14.239

NON-COMPLIANCE
Sub-recipient monitoring

Criteria:

Condition:

Effect:

Cause:

Recommendation:

Management’s Response:

HUD requires on-site inspections during the period of
affordability to determine compliance with property
standards and verify the information submiited by the
owners no less than: 1) every three years for projects
containing 1 to 4 units, 2) every two Yyears for projects
containing 5 to 25 units, and 3) every year for projects
containing 26 or more units.

As noted in the Consolidated Annval Performance and
Evaluation Report, 14 projects were listed as being subject
to inspection. Of these 14 projects, only 2 met the
monitoring requirements specified above.

HOME projects could be out of compliance.

Recent staff turnover has left the City without sufficient
resources to stay current on its inspections.

We recommend the City devote sufficient resources to
comply with HOME standards.

See Corrective Action Plan.

(continued)
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CITY OF ASHEVILLE, NORTH CAROLINA
Schedule of Findings and Questioned Costs, Continued

For the Year Ended June 30, 2007

Section TV--State Award Findings and Questioned Costs

There were none.
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CITY OF ASHEVILLE, NORTH CAROLINA
Corrective Action Plan

For the Year Ended June 30, 2007

Section TI--Financial Statement Findings

2007-1 Bank Reconciliations

MATERIAL WEAKNESS

Name of contact person: Benjamin C. Durant, IIT Chief Finaneial Officer

Corrective action: Corrective action in this matter will be taken as needed with
respect to the responsible personnel. Additionally, the
department will review the bank reconciliation process and
develop specific recommendations to strengthen the
supervision, review and sign-off process to ensure that cash
balances are properly reconciled each month.

Proposed completion date: December 31, 2007

Section ITI—Federal Award Findings and Questioned Costs

2007-2 Inspection of HOME projects

US Department of Housing and Urban Development (HUD)
Program Name: HOME
CFDA 14.235

NON-COMPLIANCE
Sub-recipient Monitonng

Name of contact person: Charlotte Caplan, Community Development Director

(continued)
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CITY OF ASHEVILLE, NORTH CAROLINA

Corrective Action Plan, Continued

For the Year Ended June 30, 2007

Corrective action:

Proposed completion date:

The vacant staff position at the end of FY2007 has been filled.
Of the 12 projects in non-compliance with inspection
requirements at the end of FY 2007, five have been brought
into compliance (inspected) in the first three months of FY
2008. Staff have prepared a plan to inspect the remaining
seven projects over the next six months - see schedule below.

March 31, 2008

S e Seeeae P e R S Tmepechion. |
Completed Inspections

Wind Ridge, Asheville 40 B/O7 7/08
Hillside Commons, Hendersonville 36 B/O7 7/08
LIFE House Apts., Asheville 20 9/07 8/09
Mountain Springs Apts, Asheville 44 10/07 9/08
Compton Place Apts, Asheville 40 10/07 9/08
Planned Inspections

Laurel Wood Apts, Asheville 50 12/07
Overlook Apts, Asheville 43 9/98 12/07
Laurel Bridge Apts, Asheville 10 6/03 1/08
Dunbar Place Apts, Asheville 74 6/03 1/08
River Glen Apts, Arden 38 606 2/08
Battery Park Apartments, Asheville 121 2005 2/08
Morthpoint Commons Phase | 39 11/05 3/08
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CITY OF ASHEVILLE
Summary Schedule of Prior Year Audit Findings

For the Year Ended June 30, 2007

There were no findings or questioned costs for the years ended June 30, 2005 and 2006.
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